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P R E F A C E
The w r i t i n g s  o f  Franco is  Quesnay and h is  d i s c i p l e s  
should be o f  ex c e pt io n a l  i n t e r e s t  to a l l  s tudents of  both 
t h e o r e t i c a l  and a p p l i e d  economics,  e s p e c i a l l y  to those  
faced w i t h  the problems o f  under -deve loped economies.  
C a p i t a l i s t i c  modes o f  p r o d u c t i o n ,  in both a g r i c u l t u r e  and 
i n d u s t r y ,  were j u s t  beg inn ing ,  a t  the m id - p o i n t  o f  the l 8 t h  
c e n t u r y  in France,  to take  r o o t  and g ive  promise o f  a 
p o t e n t i a l l y  great  increase in w e a l t h .  The ph y s i o c r a ts  
began w i t h  a d e t a i l e d  f a c t u a l  study of  the new techniques  
o f  p r o d u c t i o n ,  which they c o n c e p t u a l i z e d  in to  a theory  of  
c a p i t a l  and i t s  r e p r o d u c t i o n .  On the basis o f  t h i s  
t h e o r y ,  they t r i e d  to a s c e r t a i n  the c o n d i t i o n s  and p o l i c i e s  
t h a t  would be most f a v o u r a b l e  to the growth and development  
o f  emerging C a p i t a l i s m .  The ex per ience  o f  the Eng l ish  
a g r i c u l t u r a l  r e v o l u t i o n  provided a ready-made model f o r  
the a g r i c u l t u r a l  s e c t o r ,  and severa l  of  Quesnay’ s d i s c i p l e s ,  
n o t a b l y  Baudeau and Turgot ,  were quick to apply the same 
p r i n c i p l e s  of  p o l i t i c a l  economy to i n d u s t r y .
Quesnay and company took i t  f o r  granted t h a t  the  
New Economic Order would be d i r e c t e d  by p r i v a t e  e n t e r p r i s e *  
Moreover ,  they were v o t a r i e s  o f  what came to be c a l l e d  
"economic l i b e r a l i s m " ,  a persuas ion propagandized by t h e i r  
slogan "L a i s s e z  f a i r e ,  l a i s s e z  pass er" .  The p h y s io c r a ts  
had l i t t l e  conf idence  in government p a t e rn a l i s m  of  the
î î
m e r c a n t î I  î s + - k î n d .  They were of  the  o p in io n  t h a t  
v igorous  c a p i t a l i s t i c  i n s t i t u t i o n s  which had, or were 
about  to  become e s t a b l i s h e d ,  would q u i c k l y  dominate the  
economic scene,  i f  only  they were p e r m i t t e d  an unobs t ruc te d  
f i e l d .  In any e ve nt ,  b u r e a u c r a t i c  co n t r o l  was so u n c e r t a i n  
in t h e i r  day th a t  i t  was undoubtedly best  to reduce  
government i n t e r f e r e n c e  and p la nn in g  to  a minimum. None 
the le s s ,  they e l u c i d a t e d  c e r t a i n  economic p r i n c i p l e s  t h a t  
must always be adhered t o ,  no m at te r  what the p o l i t i c a l  
and soc ia l  o r g a n i z a t i o n .
Especial  emphasis has been placed on Quesnay*s  
concept o f  Î n t r a - s e c t o r i a  I e q u i l i b r i u m  as i t  was d e p i c te d  
by h i s  ta b le a u  économique. A f t e r  the c r i t i c i s m  of  
m e r c a n t i l i s t  p o l i c y  of  his  f o r e b e a r  B o is g u i I  I e b e r t  ( 1 6 4 6 -  
I 7 l 4 ) ,  he a t tempted  to show w i t h  the he lp  of  t h i s  a n a l y t i c a l  
d e v i c e  t h a t  the growth o f  each s e c to r  of  th e  economy must 
be p r o p o r t i o n a l  to th a t  o f  every  o th er  s e c t o r ,  and t h a t  
to f o r c e  the growth o f  any i n d i v i d u a l  p a r t  o f  the economy,  
as  d id the m e r c a n t i l i s t s  f o r  manufactures and commerce, 
would d i s r u p t  the whole economic e q u i l i b r i u m .  The 
p h y s i o c r a t s  were more keen ly  aware o f  the problem of  
p r o p o r t io n a l  s e c t o r i a l  development and growth than any 
economists be fore  the advent  o f  modern i n p u t - o u t p u t  a n a l y s i s .
This p a r t i c u l a r  use of  the tab I e a u - a n a l y s i s  has 
no t ,  to the a u t h o r * s  knowledge,  been examined by any o t h e r  
student  of  ph ys ioc ra cy .  I t  is hoped t h a t  modern economists ,  
f o l l o w i n g  s i m i l a r  l i n e s  of  i n q u i r y ,  w i l l  t h e r e i n  f i n d
î î î
i n s i g h t s  t h a t  w i l l  a i d  t h e i r  own i n v e s t i g a t i o n s .
The a u t h o r  has a ls o  given s p e c ia l  a t t e n t i o n  to s e ve ra l  
o t h e r  n e g le c te d  aspects of  p h y s i o c r a t i c  a n a l y s i s  -  e . g .  
Quesnay*s " u t i l i t y "  theory and h is  demand schedule e x p l a n ­
a t i o n  o f  r e n t .  However,  an a t tempt  has been made to  
give  a t  l e a s t  an o u t l i n e  o f  every major  p a r t  o f  the p h y s i o -  
c r a t i c  system, f i t t i n g  these n e g le c te d  aspects i n t o  the  
e n t i r e t y .  Due a t t e n t i o n  has been given to the p r o g e n i t o r s  
and successors of  c e r t a i n  k inds o f  a n a l y s i s  used by the  
p h y s i o c r a t s  in order  th a t  they might  be seen w i t h i n  the  
c on te x t  o f  the development o f  economic a n a l y s i s . .
In h is  documentat ion the a uth or  has t r i e d  to  
l i m i t  h is  r e f e re n c e s  to t h r e e  sources;  M i r a b e a u 's  
Phi losoph i e Rura Ie  (Amsterdam, 1764) ,  Eugene Dai r e * s  
c o l l e c t i o n  o f  s e le c te d  works o f  severa l  o f  the more 
impor tant  p h y s i o c r a ts  Les P h y s i o c r a t e s  ( P a r i s ,  1846) ,  and 
the CO I l e c t e d  works of  Quesnay in Francoi  s Quesnay & Le 
Ph y s iocra t i e ( I n s t i t u t  N a t io n a l  D*Études Démographiques,
19 5 8 ) .  This gives r e f e r e n c e  to  works th a t  a re  l i k e l y  to  
be a c c e s s i b l e  to the  average r e a d e r .  Moreover,  i t  is the  
c o n v i c t i o n  of  the aut ho r  t h a t  these works c on ta in  the most 
v a l u a b l e  p a r t  o f  p h y s i o c r a t i c  economic a n a l y s i s .  The 
p h y s i o c r a t i c  j o u r n a l s  are c h i e f l i y  s i g n i f i c a n t  f o r  t h e i r  
e x te n s i v e  d isc u s s io n  o f  economic p o l i c y  and technology .
The development of  t h i s  t h e s i s  has been g r e a t l y  
i n f l u e n c e d  by two prev ious  s tudents  of  ph ys ioc ra cy .
I V
Sev er a l  v a l u a b l e  i n s i g h t s  have been gleaned from Karl  
MarX * s study of  the general  meaning ofQuesnay*s theor y  
o f  c a p i t a l  and c i r c u l a t i o n ,  p resented  in Theor ies  o f  Surp I us 
Va l u e . The author  has d e f e r r e d ,  in many i n s t a n c e s ,  to  
P r o f e s s o r  Schumpeter ’ s judgment on the  c r i t e r i o n  f o r  
d o c t r i n a l  e v a l u a t i o n  and the p h y s i o c r a t s *  p lac e  in the  
h i s t o r y  o f  economic a n a l y s i s .
Acknowledgement is g r a t e f u l l y  made to Pr o f e s s or  
A l e x .  L. M a c f i e ,  Pr o f e s s or  Sydney G.Check I and, and 
Pr o f e s s o r  Thomas Wi lson f o r  s ug ges t i ons ,  c r i t i c i s m  and 
encouragement .
I am e s p e c i a l l y  indebted to the a u t h o r i t a t i v e  
c r i t i c i s m  of  Dr.  Ronald L. Meek who has f o l l o w e d  the  
d e t a i l e d  progress of  t h i s  t h e s i s .  The read er  w i l l  
understand t h a t ,  as is always the case,  i n t e l l e c t u a l  
f i l i a t i o n  occurs on so many planes t h a t  i t  is impossib le  
to do j u s t i c e  to pr ev io u s  authors  or  personal  c r i t i c s .
The development of  t h i s  t h e s i s ,  however,  was done 
in my own way and i t s  inadequacies a re  may own r e s p o n s i b i l i t y .
G. A. R.
Glasgow U n i v e r s i t y ,
S p r i n g ,  1959.
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INTRODUCTION
The p h y s i o c r a t s  e re  a p a r t i c u l a r l y  i n t e r e s t i n g  
study in the  h i s t o r y  o f  economic tho ug ht ,  because,  in a 
sense,  they  c o n s t i t u t e d  the f i r s t  s c i e n t i f i c  school o f  
economics.  This c la im might  be made on t h e  bas is  o f  
the  g r e a t  r e f i ne m en t  and coherence o f  t h e i r  t h e o r y  and 
the  wide range o f  economic phenomena they exposed to 
t h e o r e t i c a l  s c r u t i n y .  They d e f i n e d  c e r t a i n  a n a l y t i c a l  
c a t e g o r i e s  more p r e c i s e l y  then any o f  t h e i r  predecessors  
and c o r r e l a t e d  a l l  economic f a c t  w i th  a gene ra l  theory  
o f  e q u i l i b r i u m .  The measure o f  t h e i r  achievement  cannot  
be judged by the c a t e g o r i c a l  t r u t h  o f  t h e i r  d o c t r i n e s ,  
but r a t h e r ,  by the  breadth and t h e o r e t i c a l  a r t i c u l a t e n e s s  
o f  t h e i r  copious works.  A d m i t t e d l y ,  few t h e o r i z e r s  
have pr oc la im ed  d o c t r i n e s  t h a t  have so out ra ge d  the common 
sense o f  contempories and successors a l i k e .  Indeed,  
some e a r l i e r  economic w r i t e r s  and contemporary c r i t i c s  
were f i r s t - r a n k  t h i n k e r s ,  end i n d i v i d u a l  p o r t i o n s  o f  t h e i r  
work were o f  b e t t e r  q u a l i t y  then the comparable phys io ­
c r a t  ic  t h e o r y .  But few devoted more than a small  p a r t  
o f  t h e i r  t ime and energy to economic s t u d i e s .  Wh^rea^,  
the  d o c t r i n e s  o f  F ranco is  Quesnay, the  Master  o f  the  
p h y s i o c r a t i c  school ,  were embraced by a t  l e a s t  f ou r  o t h e r  
economists who might have made t h e i r  mark on t h e i r  own 
m e r i t ,  s e v e ra l  o f  whom gave most o f  t h e i r  t im e  f o r  a 
number o f  years  to the  study o f  the Science N o u v e l i e . 
Moreover ,  many lesser  adherents  made p e d e s t r i a n
c o n t r i b u t i o n s ,  p a r t i c u l a r l y  s t u d i e s  in farm technology  
which were pu b l is h e d  in th e  s e v e ra l  p h y s i o c r a t i c  
j o u r n a l s .  The very mass o f  p h y s i o c r a t i c  l i t e r a t u r e ,  
which s y n t h e s i ze d  h i s t o r i c a l ,  i n s t i t u t i o n a l ,  s t a t i s t i c a l ,  
and t h e o r e t i c a l  s t u d i e s ,  was enough in i t s e l f  to  i n c i t e  
a clamorous i n t e l l e c t u a l  s t i r .  The paramountcy o f  the  
p h y s i o c r a t s  was acknowledged by the a p p e l l a t i o n  Les 
Iconomi s t e s , accorded them both in ac c l a im  and d e r i s i o n .
This tremendous burs t  o f  t h e o r e t i c a l  s p e c u l a t i o n  
could no t ,  o f  course,  have f l o u r i s h e d  were i t  not  f o r  
the s u b s t a n t i a l  c o n t r i b u t i o n s  o f  a n t i c i p a t o r s ,  and as 
w e l l ,  an i n t e l l e c t u a l  c l i m a t e  r e c e p t i v e  to a b s t r a c t  ideas .  
The p h y s i o c r a t s  had a t  l e a s t  a passing a cq u a i n t an ce  w i th  
most pre v ious  economic l i t e r a t u r e .  From th e  m e r c a n t i l ­
i s t s  they i n h e r i t e d  a f a i r  s tock o f  a n a l y t i c a l  t o o l s ,  but  
more im p o r ta n t ,  these  e a r l y  economic w r i t e r s  f o s t e r e d  the  
growing c o n v i c t i o n  t h a t  the  s tage  upon which the  human 
drama is p layed  was b u i l t  o f  economic m a t e r i a l .  Both 
the e x ig e n c ie s  o f  power p o l i t i c s  and the i n s t a b i l i t y  o f  
the c o m p le x ly - d e v e lo p in g  European economy, suggested t h a t  
a c l o s e r  study should be made o f  t h i s  economic basis  o f  
s o c i e t y .  A modern r e a d e r  should be s u r p r i s e d  to f i n d  
the p h y s i o c r a t s  blaming p o v e r t y  f o r  the e x i s t e n c e  o f  v i c e ,  
because t h i s  emphasis on economic c a u s a t i o n  was a 
c o m p a r a t i v e l y  new p e r s p e c t i v e .  In a d d i t i o n  to the  
" p r a c t i c a l "  mot ives  f o r  economic s tudy ,  a p e c u l i a r  
f a s c i n a t i o n  w i th  knowledge f o r  i t s  own sake was much in 
evidence dur ing the  17th and 18th c e n t u r i e s .  The members
o f  the Royol S o c ie ty  p e r s o n i f i e d  the s p i r i t  o f  pure  
sc ience  in t h a t  most o f  t h e i r  i n v e s t i g a t i o n s  had no 
immediate mundane a p p l i c a t i o n .  From s e v e ra l  men 
a s s o c i a t e d  w i th  t h i s  s c i e n t i f i c  c i r c l e ,  the  p h y s i o c r a t s  
a c q u i re d  s i g n i f i c a n t  i dea s ,  p a r t i c u l a r l y  th e  s t a t i s t i ­
cal  methodology o f  John G rau nt ,  S i r  W i l l i a m  P e t t y  and 
Cha r les  Devenant . And a not he r  i n t i m a t e  o f  t h i s  
s o c i e t y ,  John Locke, gave them i n s t r u c t i o n  on th e  o r d e r i n g  
or  knowledge.  Quesnay h i m s e l f  p r esented  both an a b s t r a c t  
t u r n  o f  mind, as d i s p la y e d  by h is  i m a g i n a t i v e  medical  
t r e a t i s e ,  and the  p r a c t i c a l  bent o f  a p o l i t i c a l  r e f o r m e r .  
But the  p u r e l y  s c i e n t i f i c  s p i r i t  o f  the  Age o f  Reason 
can h a r d l y  be over -emphas ized .  N e i t h e r  the  n a t u r a l  
s c i e n t i s t  nor the many noteworthy  economists o f  the  t ime  
would have been so p r o l i f i c  had I t  not been f o r  a d i l e t t ­
a n t i s h  but a p p r e c i a t i v e  p u b l i c ,  w i l l i n g  to applaud these  
e s o t e r i c  per formances.
I t  is  i n d i c a t i v e  o f  t h e  p h y s i o c r a t s *  s c i e n t i f i c  
acumen t h a t  they were th e  f i r s t  to r e c o g n i z e  th e  m e r i t  o f  
the two most capable  economic t h e o r i s t s  up to t h e i r  t i m e ,  
Richard  Cant i l  Ion and P i e r r e  Bo is g u i I  I e b e r t . These two 
authors  had a p a r t i c u l a r  a f f i n i t y  to phys ioc racy  in t h a t  
they had ideas t h a t  might  have suggested the  unique  
p r o d u c t i v i t y  o f  a g r i c u l t u r e ,  the  d o c t r i n e  t h a t  became the  
p h y s i o c r a t s *  stock in t r a d e .  We s h a l l  have occas ion to  
discuss Bo is g u i I  I e b e r t  a t  l e ng th ,  because he had a g r e a t  
i n f l u e n c e  on the  p h y s i o c r a t s *  concept  o f  genera l  e q u i ­
l i b r i u m ,  which was undoubted ly  one o f  the  more s i g n i f i c a n t
aspects  o f  t h e i r  t h e o r y .  A rev ie w o f  t h i s  growing  
awareness o f  how th in gs  economic hang t o g e t h e r ,  g iv es  
i n s i g h t  i n t o  the way the development o f  economic th e o r y  
i s  c a r r i e d  along by the d r i f t  o f  s o c i a l  and i n t e l l e c t u a l  
c u r r e n t s  — -  a proper  study f o r  h i s t o r i o g r a p h y .
Though t h i s  t h e s i s  w i l l  in the main be an a t tempt  
to e v a l u a t e  the  p h y s i o c r a t s *  a n a l y t i c a l  a p p a r a t u s ,  i t  
w i l l  be necessary to keep in mind the h i s t o r i c a l  c i rcum­
stances o f  t h e i r  day in o r d e r  to e x p l a i n  the a c t u a l  
c o n te n t  o f  t h e i r  t h e o r y .  For in s t a n c e ,  i t  might  be 
argued t h a t  Bo is g u i I  I e b e r t  d id  not e x p l i c a t e  a complete  
th e o r y  o f  f i x e d - c a p i t a l  f o r  the  s imple reason t h a t  t e c h ­
nology d i d  not  g e n e r a l l y  r e q u i r e  a l a rg e  c a p i t a l  e s t a b l i s h ­
ment.  But the  pr imacy o f  C a p i t a l  was deve lo p in g  in both 
i n d u s t r y  and a g r i c u l t u r e .  Quesnay*s t h e o r y  o f  f i x e d  
c a p i t a l  developed n a t u r a l l y  from h i s  study o f  the  a g r i ­
c u l t u r a l  r e v o l u t i o n ,  which he wi tnessed  a t  second hand 
from the  works of v a r io us  a g r i c u l t u r a l  w r i t e r s  who d e s c r i b ­
ed the  En g l i s h  e x p e r i e n c e ,  and which he observed person­
a l l y  in s c a t t e r e d  areas o f  France.  This the or y  o f  c a p i t a l  
was, in t u r n ,  adap tab l e  to genera l  a p p l i c a t i o n .  Baudeau 
and Turgot  a p p l i e d  i t  to c a p i t a l i s t i c  o r g a n i z a t i o n  which 
was de v e l op i ng  at  a r a p i d  pace in man ufac tures .  Though 
an i n d i v i d u a l  economist  may or  may not have had the  
i n t u i t i o n  to catch s i g h t  o f  the  e v o l u t i o n a r y  movements 
which were t r a n s f o r m in g  s o c i e t y ,  a l l  the  more p e r c e p t i v e  
18th c e nt ur y  economic t h e o r i s t s  had ideas in common t h a t  
r e f l e c t  the s t r u c t u r e  o f  a p r e - i n d u s t r i a l  economy. As
on example/  Locke, Boî sguî I I e b e r t , Cont i  I Ion,  and Quesnay,  
a l l  agreed t h a t  the l a n d lo r d  was the  most impor tant  
consumer o f  goods and s e r v i c e s  from the n o n - a g r i c u I t u r a I  
s e c t o r s ,  and, f o r  t h a t  reason ,  t h e  economic models they  
had in mind would look very  s i m i l a r  in composi t ion and 
pr o p o r t  ion.
This c r i t i q u e  o f  p h y s i o c r a t i c  a n a l y s i s  assumes 
t h a t  phys ioc ra cy  is in the  main stream o f  economic thought  
and o f  the same orde r  o f  r a t i o n a l i t y ,  and t h e r e f o r e ,  a l l o w ­
ing f o r  h i s t o r i c a l  and i n s t i t u t i o n a l  change,  i t  should be 
p o s s i b l e  to e v a l u a t e  i t  by the  same s tandards  o f  c r i t i c ­
ism t h a t  one would app ly  to modern t h e o r y .  The seven­
t e e n t h  and e i g h t e e n t h  ce nt ur y  economists posed problems  
t h a t  s t i l l  bother  moderns and had a l r e a d y  e s t a b l i s h e d  some 
o f  the  p a t t e r n s  t h a t  economic theory  was t o  f o l l o w .  S i r  
W i l l i a m  P e t t y  and his f o l l o w e r s  had made an a t tempt  to  
to q u a n t i f y  economics.  Bo i sgu i I  I e b e r t  had suggested a 
theory  o f  general  e q u i l i b r i u m ,  and the I t a l i a n s  were 
working on va l ue  t h e o r y .  These e a r l y  economists had a 
t r u l y  s c i e n t i f i c  method, i . e . ,  they a t tem pte d  to reduce  
economic f a c t  to  manageable c a t e g o r i e s  and c o r r e l a t i v e  
re  I a t i o n s h i p s *  I t  i s  sometimes suggested t h a t  the 17th 
and 18th ce nt ur y  economists were s t i l l  t h i n k i n g  in such 
a p r i m i t i v e  fa s h i o n  as to defy l o g i c a l  s c r u t i n y  and c r i t i c ­
ism. To the c o n t r a r y ,  i t  w i l l  be the c o n t e n t i o n  o f  t h i s  
t h e s i s  t h a t  a t  l e a s t  a few o f  the  p h y s i o c r a t s *  predecess­
o r s ,  and they ihemseIves, were t h e o r e t i c a l l y  a r t i c u l a t e ,  
and, f u r t h e r ,  t h a t  they had a t  l e a s t  a few i n s i g h t s  t h a t
raîght hove b e n e f i t e d  some economists o f  a more r e c e n t  
v i n t a g e ,  were they cons idered  s e r i o u s l y .  B o i s g u i I I e b e r t ,  
f o r  example,  envisaged a m u l t i p l i e r  w i t h i n  a framework o f  
genera l  e q u i l i b r i u m ,  which was w e l l  conce ived ,  a t  l e a s t  as 
f a r  as i t  went .  And, what is  im p o r t a n t ,  h i s  t h e o r y  was 
communicable,  insomuch as I t  f i l i a t e d  the  p h y s i o c r a t s *  
ideas on these s u b j e c t s .
In a way, i t  is  h a r d l y  s u r p r i s i n g  t h a t  these f i r s t  
**sci ent  i f  i c" economists a n t i c i p a t e d  many o f  the  t urn s  t h a t  
the f u t u r e  development o f  economic the ory  was to f o l l o w .  
They borrowed t h e i r  basic  p h i l o s o p h i c  hypotheses from the  
mathematics and physics o f  t h e i r  day and, in the main,  
pure economic theory  is  s t i l l  f o l l o w i n g  the  same p a t t e r n s  
o f  tho ught .  They beheld be f ore  them e v e r y t h i n g  t h a t  
could be seen from t h i s  v i s t a ,  and a l l  economis ts ,  ever  
s i n c e ,  have been t r y i n g  to come to a b e t t e r  und er s ta n d i n g  
o f  t h i s  same scenery .
Some c r i t i c s  seem to fe e  I t h a t  t h e r e  is  something
so odd about c e r t a i n  p h y s i o c r a t i c  not ion s  -----  s p e c i f i c a l l y ,
the  unique p r o d u c t i v i t y  o f  a g r i c u l t u r e  ------ t h a t  t h i s
s u b j e c t  is beyond a l l  o r d i n a r y  c r i t i c i s m .  A c t u a l l y ,  the  
assumptions upon which t h i s  d o c t r i n e  is based a re  f a i r l y  
e x p l i c i t ,  and most o f  the conc lus ions  f o l l o w  in l o g i c a l  
o r d e r .  We s h a l l  be f o r c e d  to  conclude t h a t  many o f  these  
assumptions were m is t ak en ,  but t h a t  should o f f e r  us no 
embarrassment.  Al though t h e r e  were h i s t o r i c a l  reasons  
f o r  s t r e s s i n g  the f a c t  t h a t  a g r i c u l t u r e  gen e ra te d  a l a r g e r
income thon any o t h e r  s e c t o r ,  i t  d i d  not f o l l o w  per  se,  
in the  way the p h y s i o c r a t s  t h e o r i z e d ,  t h a t  a g r i c u l t u r e  
is  the  on ly  source o f  income and supports  a l l  t a x a t i o n *
Some o f  t h e i r  contemporar ies  c r i t i c i s e d  these d o c t r i n e s  
f o r  much the  same reasons as we would to d a y ,  and so,  
though i t  is to be ad m i t t e d  t h a t  p r e - i n d u s t r i a  I c o n d i t i o n s  
moulded the form o f  t h i s  t h e o r y ,  we should not make t h i n g s  
d i f f i c u l t  f o r  ou rs e lv e s  by a s u p p o s i t i o n  t h a t  phys ioc ra cy  
is a s p e c i a l  o r de r  o f  a b s t r a c t i o n  t h a t  con be on ly  
e x p l a i n e d  by some d i s t e n t  t r a i n  o f  lo g i c *  A modern 
economist  might  cons ider  the R i c a r d i a n  t h e o r y  o f  r e n t  
c o m p l e t e l y  amiss,  but he s t i l l  f i n d s  i t  v a l i d  to e v a l u a t e  
i t  by h i s  own l o g i c a l  canons. I t  should be p o s s i b l e  to  
come to some unders tand ing  o f  the  unique p r o d u c t i v i t y  
d o c t r i n e ,  i n s o f a r  as i t  i s  ever  p o s s i b l e  to understand a 
l i n e  o f  reason based on assumptions w i t h  which one d i s a g r e e s .
Les économistes and t h e i r  p r e c u r s o r  Boisgui  1 I e b e r t  
looked upon consumption as the m o t i v a t i n g  f o r c e  t h a t  d r i v e s  
the economic machine.  For t h i s  reason t h e i r  t heor y  o f  
agg regate  demand should be c on s i der ed  a u n i f y i n g  basis o f  
t h e i r  system. Some o f  t h e i r  f r e a k i s h  no t io ns  about the  
unique p r o d u c t i v i t y  o f  a g r i c u l t u r e  and t h e i r  u n f r i e n d l y  
a t t i t u d e  towards c r e d i t  i n s t i t u t i o n s  were a p p a r e n t l y  
i n s p i r e d  by e c c e n t r i c  i n t e r p r e t a t i o n  o f  aggregate  demand 
c o n s i d e r a t i o n s .  They even had an u t i l i t y  theor y  o f  
exchange va lue  which was used to  e x p l a i n  consumer demand.
A re v ie w  o f  t h i s  body o f  the or y  might  be m is t a k e n l y  
const rued as an a t tempt  to i n t e r p r e t  phy s iocracy  in terms
8o f  modern t h e o r i e s  o f  economic f l u c t u a t i o n s *  No one 
would ever  go so f a r  as to c r e d i t  e i t h e r  Boisgui  I I e b e r t  o r  
the p h y s i o c r a t s  w i t h  an a n t i c i p a t i o n  o f  modern t h e o r i e s  o f  
employment.  N e i t h e r  was i n c l i n e d  to emphasize the  
r e p r o d u c t io n  and accumula t ion o f  f i x e d  c a p i t a l  as an imp or tan t  
element  o f  aggregate  demand, and th e  former  made on l y  a 
s u p e r f i c i a l  examin at ion  o f  i t s  p r o d u c t i v e  r o l e ,  p o s s i b l y  
because he could not imagine a t e c h n o l o g i c a l  s i t u a t i o n  even 
in a g r i c u l t u r e ,  in which i n t e n s i v e  investment  in Real C a p i t a l  
would produce a s i g n i f i c a n t  in c re a s e  in economic p r o d u c t * 
However,  n o t w i t h s t a n d i n g  t h i s  r e l a t i v i t y  o f  d o c t r i n e  to  
s p e c i f i c  h i s t o r i c a l  s i t u a t i o n s ,  i t  is sound to examine o l d
d o c t r i n e  j_n the I iqh t  o f  modern t h e o r y .  I t  might  be 
argued t h a t  we a re  b e t t e r  prepared  t o  examine s y m p a t h e t i c a l l y  
these "c o n s u m p t i o n i s t " ideas now t h a t  s i m i l a r  t h e o r i e s  have 
become f a s h i o n a b l e ,  s ince  many e a r l y  commentators on 
phy s iocracy  were not ab le  to understand them a t  a l l .  In
any e v e n t ,  f o r  those who f i n d  i t  i n c r e d i b l e  t h a t  an 18th 
c e n t u r y  economist should have an a r t i c u l a t e  th e or y  o f  
aggre ga te  demand, i t  should be p o i n t e d  out  t h a t  t h i s  type  
o f  a n a l y s i s  found a few t h e o r e t i c a l l y  s k i l l e d  proponents  
throughout  most o f  the n i n e t e e n t h  c e nt ur y  and t h a t  s e ve ra l  
men r e p r e s e n t i n g  d i f f e r e n t  t r a d i t i o n s  advanced systems 
s i m i l a r  to t h a t  o f  Keynes about the t ime  the General  Theory  
was pub I i  shed.
The p r a c t i c a l  economist  may be i n c l i n e d  to lose  
p a t i e n c e  w i th  long d i s e r t a t i o n s  about th e  seemingly p e d e s t r i a n
î n s î g h t s  o f  the  founders o f  our sc ience*  Some may t h i n k  
t h a t  what the p h y s i o c r a t s  had to say about the a g r i c u l t u r a l  
e n t r e p r e n e u r  end f i x e d - c a p i t a l  must have been understood  
by a I I the more p r o g r e s s i v e  f a rm e r s .  But the  f a c t  
remains t h a t  no one found reason t o  c e r e b r a t e  on the  
c a p i t a l i s t i c  development o f  a g r i c u l t u r e  u n t i l  i t  was 
a l r e a d y  q u i t e  advanced.  S c i e n t i f i c  d isco very  is u s u a l l y  
no more than the s y s t e m i z a t i o n  o f  f a c t s  t h a t  have a l r e a d y  
become commonplace. The d i f f i c u l t y  o f  break ing o l d  
pr econcept ions  and e s t a b l i s h i n g  a new o r d e r  o f  thought  is 
shown by the g r e a t  length o f  t ime t h a t  a theory  can remain  
w i t h i n  what appears to  be easy reach be fo re  i t s  s i g n i f i c a n c e  
is  f i n a l l y  r e a l i z e d .  At t h e  very l e a s t ,  we might  hope to  
gain from t h i s  study some i n s i g h t s  i n t o  th e  soc io log y  o f  
economists ,  though i t  may make us uneasy about our own 
r e c o n d i t e  t r u t h s .
We s h a l l  g i v e  the  f i r s t  c ha p te r  to a survey o f  
the p r e - p h y s i o c r a t i c  economic a n a l y s i s  so as to p la ce  
ph ys iocracy  w i t h i n  i t s  d o c t r i n a l  c o n t e x t .  Se pa ra t e  
c ha p ter s  w i l l  f o l l o w  on the t h r e e  f a c t o r s  o f  p r o d u c t i o n :
"The Unique P r o d u c t i v i t y  D o c t r i n e " ,  " C a p i t a l "  and "Labour" ,  
We w i l l  devote a chap ter  to the  ta b  Ieau ^conomi que and 
another  to t a x a t i o n  and economic p o l i c y .  And, f i n a l l y ,  
we w i l l  conclude w i th  a b r i e f  examin at ion  o f  the  i n f l u e n c e  
phys iocracy  had on a few s e l e c t e d  aspects o f  succeeding  
t h e o r y .
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CHAPTER I 
THE PRE-PHYSIOCRATS AND BOISGUILLEBERT .
As the e i g h t e e n t h  century  wore on, P o l i t i c o !  Economy 
oc q ui r e d  the s t a t u s  o f  a reco gniz ed  body o f  or d e r e d  knowledge*  
I t  was becoming a r e p u t a b l e  study f o r  f i r s t - r a n k  t h i n k e r s .  
P r a c t i c a l  cont r ove rs y  over economic p o l i c y  dur ing  the  
pr e v io u s  two hundred years  had prompted inch oate  p ieces  o f  
th e or y  t h a t  were beginning to form a composite p i c t u r e .
And the  c o m p l e x ly -d e v e lo p in g  economic s t r u c t u r e  was f u r t h e r  
widening the scope o f  i n q u i r y .  The p e r i o d  wi tnessed  
se v e ra l  a t tempts  to s y n t h e s i z e  these  ideas i n t o  a u n i f i e d  
system -  by R ichard  Cant i I  I on, the p h y s i o c r a t s  and T u rg o t ,
S i r  James S t e u a r t ,  .and, f i n a l l y ,  th e  most successfu l  o f  them 
a l l ,  Adam Smith w i th  h i s  WeaI th o f  Nat i ons. The p h y s i o c r a t s  
must be observed w i t h i n  th e  sweep o f  t h i s  i n t e l l e c t u a l  
c u r r e n t  to  be seen in proper  p e r s p e c t i v e .
The q u a l i t y  o f  economic theory  had improved a p p r e c i a b l y  
dur ing th e  two hundred years  th a t  preceded the p u b l i c a t i o n  
o f  Quesnay*s Tableau Economique. One has on ly  to compare 
the  unprqven o p in io n  o f  John Hales (A D iscourse on the  Common 
Wea1, 1549) or  Lewis Robert  ( The Treasure  o f  T r a f f i c , 1641) 
w i t h  t h e  c o m p a r a t i v e l y  s o p h i s t i c a t e d  works o f  Char les  Devenant ,  
John Locke,  John Law, and P i e r r e  B o is g u i I  I e b e r t , w r i t t e n  
around the t ur n  o f  the I8 th  c e n t u r y ,  to p e r c e i v e  the  
progress  made in economic a n a l y s i s .  The development o f  a
I l
few o f  the more t a n g i b l e  a n a l y t i c a l  t o o l s ,  used by the  
p h y s i o c r a t s ,  can be t r a c e d  w i t h  some c on f i d e n c e .  Gregory  
K i n g ' s  s t a t i s t i c a l  demand schedule  was adopted by a s e r i e s  
o f  successors,  most n o t a b l y  Devenant ,  be f ore  i t  was 
f i n a l l y  passed on to Quesnay, who used i t  w i th  b r i l l i a n c e .  
The p h y s i o c r a t s  read a f a i r  s e l e c t i o n  o f  m e r c a n t i l i s t  
l i t e r a t u r e ,  and so one can assume they got t h e i r  ideas  
on the  balance o f  t r a d e  d i r e c t l y  from t h a t  source,  a l though  
t h e i r  own h a n dl in g  o f  the concept  h a r d l y  d id  c r e d i t  to 
t h e i r  p r e c u r s o r s .  And, o f  course.  Cant i l  Ion and 
B o i s g u i I I e b e r t  can almost be con s idered  p r o g e n i t o r s  o f  
the p h y s i o c r a t i c  system. But a p a r t  from these  two a u t h o r s ,  
the p h y s i o c r a t s  made s e v e ra l  impor tant  breaks wi th  a l l  
pr e v io u s  economic t h e o r y ,  w i t h  what Mirabeau s t i g m a t i z e d  
as the  système mercant  i I e . And so, in t h i s  n e g a t i v e  
r e s p e c t  as w e l l ,  the m e r c a n t i l i s t s  gave the p h y s io c r a t s  
t h e i r  b e a r in g ,  in t h a t  they pr ov i de d  a metho dol og ic a l  
t r a d i t i o n  a ga i n s t  which t h e i r  successors r e v o l t e d  and in 
doing so learned a good d e a l .  I t  w i l l  be p r o f i t a b l e  to  
con s i der  t h i s  m e r c a n t i l i s t  l i t e r a t u r e  b r i e f l y ,  as t h i s  w i l l  
enab le  us to see c e r t a i n  p h y s i o c r a t i c  p e c u l a r i t i e s  in t h e i r  
t r u e  l i g h t .  This procedure w i l l  a ls o  g i v e  us the  
o p p o r t u n i t y  to rev ie w  a h i s t o r i c a l  s i t u a t i o n  t h a t  was 
about to undergo such an o b t r u s i v e  change as to demand from 
the  p h y s i o c r a t s  a r e v o l u t i o n a r y  r e a p p r a i s a l  o f  basic  
economic pr e c on c e pt io n s .
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The term "m er c a nt Î I î sm" a p t l y  c h a r a c t e r î zes most o f  
the more a r t i c u l a t e  economic the or y  w r i t t e n  be f o r e  the  
advent o f  phys iocracy  and c l a s s i c a l  economics* Many o f  
these  economic w r i t e r s  had a personal  i n t e r e s t  in 
commerce and manufac tures .  As members o f  a r i s i n g  s o c i a l  
c l a s s  they were n e c e s s a r i l y  under a g r e a t e r  onus to s p i l l  
ink in t h e i r  own b e h a l f  than the l a nd lo rd s  or  fa rm e r s .  
Besides,  even the  d i s i n t e r e s t e d  were f a s c i n a t e d  by t h i s  
emerging e n t e r p r i s e  t h a t  seemed t o  por tend much f o r  the  
f u t u r e .  The m e r c a n t i l i s t s  noted a marked progress  in 
technology  and r i s e  in the  s tan dar d  o f  l i v i n g  and n a t u r a l l y  
concluded t h a t  commercial  e n t e r p r i s e  hod something to do 
w i t h  i t .  They sought the s t im ulu s  to the incr ea se  o f  
wea l th  in the process o f  exchange.  They c o n j e c t u r e d  
t h a t  the merchant f a c i l i t a t e d  t r a d e  and prov id ed  a s t im ul u s  
to pro d uc t i on  by a c t i n g  as an i n t e r m e d i a r y  between producers  
and consumers so as to broaden the  m a r k e t .  These e a r l y  
economic w r i t e r s  were i n c l i n e d  to r e g a r d  consumption as 
the pr ime mover o f  the economic pr ocess ,  but in t h a t  vague 
sense t h a t  most people do who have never  been exposed to  
s o p h i s t i c a t e d  reasoning on the s u b j e c t .  They had l i t t l e  
to say on the mot ives f o r  consumption end only  on u n c e r t a i n  
consciousness o f  the  fo r m a t i o n  o f  income.
The m e r c a n t i l i s t s  had g r e a t  hopes f o r  economic 
expansion.^ There was a pent - up  demand f o r  goods and 
s e r v i c e s  f o r  which the  masses had a ready need, and the  
best o f  e x i s t i n g  technology could produce a tremendous
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In c re a s e  In output  I f  I t  were on ly  g e n e r a l l y  adopted.
The g r e a t e s t  bulk o f  m e r c a n t i l i s t  l i t e r a t u r e  was 
devoted to the improvement o f  technology  and the  
e s ta b l i s h m e n t  o f  new i n d u s t r i e s .  Europe was undei— 
going an a g r i c u l t u r a l  and commercial  r e v o l u t i o n  and every  
one knew i t .
This contemplated increa se  in output  drew a t t e n t i o n  
to  the  r o l e  o f  p r o d u c t i v e  f a c t o r s ,  bu t ,  n e c e s s a r i l y ,  e l l  
th e or y  was t a i l o r e d  to f i t  the  p r e - i n d u s t r i a l  economic 
s t r u c t u r e  in i t s  contemporaneous s tage  o f  development .
The m e r c a n t i l i s t  theory o f  p r od uct ion  was based on the  
t ime-honoured  t h e s i s  t h a t  land and labour a re  the  sources  
o f  a l l  w e a l t h .  This is the  r a t i o n a l e  o f  P e t t y ' s  famous 
at tempt  to f i n d  a n a t u r a l  par  between land end labour .
Most o f  these e a r l y  economists had the idea t h a t  these two 
o r i g i n a l  f a c t o r s  a re  a ided by two r e q u i s i t e s  o f  p r o d u c t io n ,  
" a r t ” and " s t o c k " .  P e t t y  proposes t h a t  " r i c h e s "  a re  the
I. Professor Eeckscher ?ias propounded the thesis th at the m ercan tilis ts  
assumed "a s ta t ic  condition o f  economic l i f e . "  He says th at the s ta t ic  
view was th a t "there was a f ix e d  quan tity  o f  economic resources in  the  
world, which could only he increased in  one country a t  the expense o f  
another:" Hence, "the comm rcial wars carried  on without in terru p tio n  
from the end o f the 17th century down to 1815".
E l i  Heckscher, M ercantilism  (London, 1935) Mendel Shapiro 
tra n s la tio n , 7 .I I .  pp. 2 3 ^ .
We w i l l  not he able to take up a  controversy that has minor 
relevance to our argument, hut fo r  those who are in terested  in  the  
opposite th es is , th a t the m erc an tilis ts  were th inking in  terms o f  an 
expanding economic horizon, see: E .A .J . Johnson, Predecessors o f  Adam 
S k ith  (London, 1939) and the p e rtin en t sections o f  Joseph Schumpeter^s 
H is to ry  o f  Economic Analysis (New York, 1954).
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" r e s u l t s  o f  I and, a r t ,  l abour ,  and s tocks which produce  
t h e m . I t  is d i f f i c u l t  to de termine  what c l a r i t y  o f  
i n s i g h t  such cursory  s tatements may r e p r e s e n t ,  bu t ,  to 
the e x t e n t  they are  e x p l a i n e d ,  t h e i r  au t hors  o b v io u s l y  
had in mind a d i f f e r e n t  s o r t  o f  economic o r g a n i z a t i o n  
than we would assume today* T h e i r  o r i e n t a t i o n  is 
f o r m u I i  zed by t h e i r  use o f  the  concepts " s t oc k "  and " a r t " .  
They had not y e t  worked out  an e x p l i c i t  t h e o r y  o f  the  
p h y s ic a l  means o f  pr odu ct ion  ( " r e a l  c a p i t a l " ) .  They 
looked upon stock only  as monetary c a p i t a l ,  though i t  was 
seen to play  a r o l e  in both pr o d u c t io n  and commerce.
They meant by " a r t "  the degree o f  t e c h n o l o g i c a l  improvement  
or "know how".
Now, i t  is  impor tant  t h a t  the  r e a d e r  should v i s u a l i z e  
t h i s  economic model ,  in reg ard  to which economists were 
s e l e c t i n g  t h e i r  f a c t s ,  i f  he is to a p p r e c i a t e  t h e  
r e v o l u t  i onary p e r s p e c t i v e  o f  the  p h y s i o c r a t s .  The 
c h a r a c t e r  I s t i c  i n d u s t r y  t h a t  the  economist  behe ld and 
reasoned about was a r t i s a n  man uf a c tu re ,  domest ic i n d u s t r y ,  
and the  f a c t o r i e s  o f  o w n e r - e n t r e p r e n e u r s ,  o f  which the  
l a t t e r  were few and u s u a l l y  s m a l l .  Corp or a te  o r g a n i z a t i o n  
was r a r e  except  in f i n a n c e  and commerce and a few p u b l i c  
schemes. Though r e l a t i v e l y  la rge  sea ie e n t e r p r i z e  had 
appeared in I t a l y  in the I4 th  ce ntu ry  and in England in 
the 16th,  c a p i t a l  i n t e n s i v e  p r o d u c t i o n  was not p r e v a l e n t
2 .  W illiam  P e tty , Economic W ritings o f  S ir  W illiam  P e tty . 
M ite d  by Charles Henry. (Cambridge, 1899), p .8 1 .
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anywhere,  except  perhaps In a g r i c u l t u r e ,  u n t i l  the  f i r s t  
few decades o f  the  19th c e n t u r y .  For t h a t  reason,  
economists assumed t h a t  c a p i t a l  was main ly  impor tant  in  
i t s  monetary aspect  f o r  the f i n a n c i n g  o f  commerce and the  
purchase o f  labour and m a t e r i a l s  needed by m a n uf a c tu re r s .
The c h a r a c t e r i s t i c  manuf ac tur in g  u n i t  used p r i m i t i v e  and 
i nexp ens ive  machinery and made on ly  a nominal investment  in  
wage- labour  and m a t e r i a l s ,  and so the  recompense o f  the  
master  a r t i s a n  was c o n v e n i e n t l y  regarded as a s u p e r i o r  wage 
owing to the expense o f  h i s  a p p r e n t i c e s h i p .  Few found 
reason to s t r e s s  the  f a c t  t h a t  investment  in p h y s i c a l  p I q n t
o
would r e q u i r e  a p r o f i t  commensurate w i t h  i t s  v a l u e .  The 
s i g n i f i c a n t  t h i ng  is t h a t  no one be f or e  Quesnay t h e o r i z e d  
t h a t  wea l th  cou ld be a p p r e c i a b l y  increased  through i n t e n s i v e  
investment  in r e a l  c a p i t a l . Except  in a g r i c u l t u r e ,  the
3. C an tillo n  probably wade the moat e x p lic it  statement on th is  subject 
previous to Quesnay in  h is  famous comment on the three ren ts  : " I t  is
the general opinion in  Ihgland that a Ihrm er must make three Rents.
Ih e  p r in c ip a l and true  Rent which he pays to the p ro p rie to r, supposed 
equal to the value o f  the produce o f  one th ird  o f  h is  farm , a  
second Rent fo r  h is  maintenance and th a t o f  the Men and Horses he 
employs to c u ltiv a te  the Ibrm , and a  th ird  which ought to remain w ith  
him to make h is  undertaking p ro f ita b le " .
But he goes on to say: "Ihe assumption I  sh a ll make in  th is
enquiry as to the c irc u la tio n  o f  money is  th a t the farmers make three  
Rents and spend the th ird  Rent on l iv in g  more comfortably instead o f  
saving i t .  I t  is  in  fa c t the case w ith  the greatest number o f  
farmers in  a l l  Countries."
Richard C an tillo n . Essay on the Nature o f  Trade (London, 1931).
Henry Higgs e d itio n , pp. 123*3.
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e x i s t i n g  technology d id  not war rant  t h i s  o p i n i o n ,  and those  
few w r i t e r s  who tur ned  t h e i r  minds to a g r i c u l t u r e  were 
i n d i v i d u a l s  s u b j e c t  to the usual  lag o f  p r e c on c e pt io n s .  
Before Quesnay, economic growth was con s idered  l a r g e l y  
a m a t t e r  o f  m u l t i p l y i n g  the e x i s t i n g  types o f  economic 
u n i t s  by employing more labour (an in c re a s e  in p o p u l a t i o n )  
and economic development was viewed as an improvement In 
the  s t a t e  o f  th e  " a r t s " .  The l a t t e r  s o r t  o f  a m e l i o r a t i o n  
u s u a l l y  meant an incr ea se  in labour  p r o d u c t i v i t y  or  more 
e f f e c t u a l  i n d u s t r i a l  o r g a n i z a t i o n ,  the s o r t  o f  t h i n g  Adam 
Smith had in mind when he t a l k e d  about the d i v i s i o n  o f  
l abour .  This idea o c c a s i o n a l l y  embraced e x t e r n a l  economies 
such as improved modes o f  t r a n s p o r t â t  ion or  advanced  
c r e d i t  i n s t i t u t i o n s .
According to the  o p i n i o n  o f  the  t im e ,  the  main 
f a c t o r  l i m i t i n g  economic progress  was the  a v a i l a b i l i t y  o f  
cheap c r e d i t .  This was supposed to be th e  key to  
H o l l a n d ' s  success in commerce and manufac tures .  The 
E n gl is h  commercial  c l a s s e s ,  po r t  i cuI  or I y ,  sow no end o f  
p r o f i t a b l e  p r o j e c t s ,  p r ov id e d  t h a t  c r e d i t  could somehow 
be m o b i l i z e d .  On the basis o f  t h i s  assumpt ion,  economic 
p o l i c y  was given a s i ng l ene ss  o f  purpose t h a t  can o n l y  be 
compared w i th  the post -Quesnay ian pr eoc cu pat ion  w i th  the  
accumula t ion o f  Real C a p i t a l .  Since the  r a t e  o f  i n t e r e s t  
was thought to be main ly  a f u n c t i o n  o f  the  q u a n t i t y  o f  
money, those who t h e o r i z e d  on th e  s u b j e c t  saw two means f o r  
a c h i e v in g  t h i s  end; an expor t  s u r p l u s ,  o r ,  as another
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p o s s i b i l i t y /  a banking system which cou ld make b e t t e r  use 
o f  the pr e c io u s  meta ls  a t  hand.
In i t s  general  i n t e n t ,  the t y p i c a l  m e r c a n t i l i s t  
programme f o r  an ex por t  surp lus  can be e x p l a i n e d  wi th  a 
f a i r  degree o f  c o n f i d e nc e .  Though the  meaning o f  the  
e a r l i e r  m e r c a n t i l i s t s  may be obscure ,  as E . A . J .  Johnson 
has p o i n t e d  out  in h i s  Predecessors o f  Adam Sm i t h , in 
some genera l  sense they i d e n t i f i e d  the  i m p o r t a t i o n  o f  
pr ec io u s  m et a ls  w i th  the m o b i l i z a t i o n  o f  m e r c a n t i l e  
c a p i t a l .  The l a t e r  advocates o f  t h i s  programme are  
more e x p l i c i t .  B r i e f l y ,  they reasoned t h a t  the r a t e  o f  
i n t e r e s t  was in the  main a f u n c t i o n  o f  the q u a n t i t y  o f  
money, and so,  a f a v o u r a b l e  balance o f  t r a d e ,  a t  l e as t  
in the  sho r t  run,  would reduce the i n t e r e s t  r a t e  and
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s t i m u l a t e  economic a c t i v i t y .  In any e v e nt ,  i t  is not  
our purpose to make absolutely b ind ing  g e n e r a l i z a t i o n  
about m e r c a n t i l i s t  l i t e r a t u r e .  We on ly  want to make the  
p o i n t  t h a t  some o f  the  m e r c a n t i l i s t s ,  a t  l e a s t  the l a t e r  
w r i t e r s ,  were i n t e l l i g i b l e  monetary t h e o r i s t s .  (Few 
m e r c a n t i l i s t s  i f  any a c t u a l l y  confused money w i t h  w e a l t h . )
Not oii the p re ^ la a s ic a l economXata uaed th is  p a r t ic u la r  
argument to fa&our an export surplus, though i t  is  the most comuon. 
Lavid Rime thought in f la t io n  was desirab le in  i t s e l f  to the extent 
i t  re d is tr ib u te d  income a t the expense o f  re a l wages and thereby 
forced g rea ter labour e ffic ie n c y  and increased the p r o f i t  margin.
And then there were those who did  not agree that a favourable  
balance o f  trade could ex is t over a  period o f  time in  the face o f  
counteracting movements. The term "pre-*^Clas3ical" might be be tte r  
useage than "m e rca n tilis t" , since there is  nothing approaching an 
unifo rm ity  o f  doctrine during the two hundred years preceding  
Classicism, except to the extent that most economist o f  the time
stressed monetary theory.
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The p h y s i o c r a t s ,  t h e r e f o r e ,  r e j e c t e d  a meaningfu l  
t h e o r e t i c a l  t r a d i t i o n  when they propounded t h e i r  own 
system o f  thought  in which money was never  con s idered  an 
independent  causal  f a c t o r  in i t s  own r i g h t .  We might  
quote John Locke to i l l u s t r a t e  the  l a t e r  m e r c a n t i l i s t  
ideas on monetary t h e o r y .  His expose I o f  the reasons  
f o r  d e s i r i n g  an expo r t  surp lus  is  more r e f i n e d  than most;  
s t i l l ,  t h i s  seems to be the t r a i n  o f  reason t h a t  th e  
o t h e r  m e r c a n t i l i s t  had in mind:
Every man must have a t  l e a s t  so much 
Money, or  so t i m e l y  R e c r u i t s ,  as may in hand,  
or a t  a s ho r t  d is t a n c e  o f  t ime  s a t i s f y  the  
c r e d i t o r  who s u p p l i e s  him w i th  the  n e c e s s a r i e s ,  
o f  l i f e ,  or  h is  Trade .  For nobody has any 
longer these necessary S u p p l i e s ,  than he has 
Money, or  Credi  t , which is  no th ing  e l s e  than  
the Assurance o f  Money in some s ho r t  t im e .  So 
t h a t  i t  is r e q u i s i t e  to Trade t h a t  t h e r e  should  
be so much Money, as to keep up the Land lords ,  
Labourers ,  and Brokers C r e d i t :  And, t h e r e f o r e ,
ready Money must be c o n s t a n t l y  exchanged f o r  
Wares and Labour,  or  f o l l o w  w i t h i n  a s ho r t  
t ime a f t e r .
This shows the n e c e s s i t y  o f  some Propor t  i on 
o f  Money to Trade:  but what p r o p o r t i o n  t h a t  i s ,
is  hard to de t ermine:  because i t  depends not
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b a r e ly  on the q u a n t i t y  o f  Money, but on the  
quickness o f  I t s  C i r c u l a t i o n .  The very same 
S h i l l i n g  may at  one t ime pay Twenty Men In  
Twenty days,  a t  a n o th e r ,  r e s t  In the  same 
hands One hundred days t o g e t h e r  .
And so, a l l o w i n g  f o r  the  v e l o c i t y  o f  c i r c u l a t i o n ,  
Locke argues t h a t  the I n t e r e s t  r a t e  Is f i x e d  by the supply  
o f  money ( S c a r c i t y  o f  Money” )^ and th e  demand f o r  c r e d i t  
( “ The want o f  Money being t h a t  a lone t h a t  r e g u l a t e s  I t s  
P r l c e * ) ^ .  The supply o f  c r e d i t .  In t u r n .  Is de termined  
by the  I n d i v i d u a l s  d e s i r e  to ho ld  money at  any moment, 
which Is decided by e x p e c t a t i o n  o f  r i s k  and p r o f i t  on the  
c a p i t a l  mar ke t .  And, the  supply o f  money, n a t u r a l l y ,  
f o l l o w s  the course o f  f o r e i g n  t r a d e *
For t h e r e  being a c e r t a i n  p r o p o r t i o n  
o f  Money necessary f o r  d r i v i n g  such a 
p r o p o r t io n  o f  Trade ,  so much Money o f  t h i s  as 
l i e s  s t i l l ,  lessens so much o f  the  Trade.
Now I t  can not be r a t i o n a l l y  expected ,  but t h a t  
where the Ve nture  Is g r e a t  and the  gains sraaI I 
(As I t  is In Lending In Eng I and upon low 
I n t e r e s t ) many wI I I choose r a t h e r  to hoard up 
t h e i r  Money than ve nt ur e  I t  abroad on such Terms.
5, John Locke, Further Conaiderationa Concerning Baisino the Value 
o f  Money ( London, 1696), pp, 33^4*
6 , Ib id ,  p ,6 ,  
7, Ib id ,  p ,6 .
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This w i l l  be a loss to the  Kingdom, and such a 
loss,  as here In Eng I and ought c h i e f l y  to be 
looked a f t e r :  f o r  we have no Mines ,  nor any
o t h e r  way o f  g e t t i n g ,  o r  keeping o f  Riches  
amongst us but by Trade ,  so much o f  our Trade  
Is l o s t ,  so much o f  our Riches mus^ n e c e s s a r i l y  
go w i th  I t :  and the  ovei— bal a n c in g  o f  Trade
between us and our Neighbours,  must I n e v i t a b l y
c a r r y  away our Money, end q u i c k l y  leave us, , 8  poor end exposed.
Monetary theory  per  exceI  I e n c e !
The p h y s i o c r a t s ,  f o l l o w i n g  Bo IsguI  1 I e b e r t *s lead,  
reproached the m e r c a n t i l i s t s  f o r  hav ing confused money 
w i t h  w e a l t h .  This cheap c r i t i c i s m  would not be worthy  
o f  n o t i c e  were not the  o p i n i o n a t e d  obtuseness o f  a l l  
t h e o r l z e r s  something to be wondered about .  Les economists  
argued t h a t  a p e r s i s t i n g  expor t  sur p lu s  would In f a c t  be 
a “ g i v e  away programme” , because w e a l th  c o n s i s ts  o f  the  
annual produce o f  a count ry  and not the  q u a n t i t y  o f  
pr ec io u s  metal  w i t h i n  I t s  borders .  Many m e r c a n t i l i s t s  
b e l i e v e d  t h a t  a con t inued  f a v o u r a b l e  balance o f  t r a d e
9would e v e n t u a l l y  d e f e a t  I t s e l f  by r a i s i n g  domest ic p r i c e s .
8 . Ib id .  p .14.
9 . Apparently, some did not believe there was such a th ing as s e l f -  
adjusting mechanism which could e f fe c t iv e ly  regu late  gold movements, 
but then, one must admit that there were qu ite  a few skeptics on 
that score a f te r  the collapse o f the in te rn a tionaJ. gold standard 
during the interwar depression.
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We might  expect  the p h y s i o c r a t s  to  have adopted t h i s  
argument /  but ,  s t r a n g e l y  enough, t h e i r  theory  o f  money 
denied both Locke’ s the or y  o f  I n t e r e s t  and the p o s s i b i l i t y  
o f  t h i s  s or t  o f  s e l f - a d j u s t i n g  mechanism. They had the  
Idea t h a t  money Is a n e u t r a l  c o n t r i v a n c e  t h a t  mere ly  
f a c i l i t a t e s  what would be accompl ished by b a r t e r  In a more 
pr imi t ive economy. They thought  t h a t  an I nc re as e  In 
economic a c t i v i t y  need not r e q u i r e  a g r e a t e r  q u a n t i t y  o f  
money, or  the  lack o f  I t  cause d e f l a t i o n ,  because 
t r a n s a c t i o n s  would simply take  p lace  more r a p i d l y ,  which 
In r e a l i t y  means a g r e a t e r  v e l o c i t y  Is Imparted to a f i x e d  
q u a n t i t y  o f  money. We s h a l l  have occas ion to r e t u r n  to 
t h i s  s u b je c t  from t ime  to t im e .  But,  be fore  we go on.
I t  should be po in te d  out  t h a t  I n s o f a r  as the m e r c a n t i l i s t s  
had a the or y  o f  economic f l u c t u a t i o n s .  I t  almost e n t i r e l y  
r e v o l v e d  around the  expansion and c o n t r a c t i o n  o f  c r e d i t *
t
Though they o f t e n  d i s p l a y e d  a consumpt ion!s t  p redI  I l e t  Ion,  
they d id  not unders tand the  n a t u r e  o f  Income f o r m a t i o n .
In the  sense t h a t  the modern economist  sees Income 
f l u c t u a t i n g  through the  e f f e c t s  o f  the m u l t i p l i e r *
I t  might be taken f o r  gr ant ed  t h a t  those who were 
n u r t u r e d  on the m e r c a n t i l i s t  Ideas about monetary c a p i t a l  
would a p p r e c i a t e  the p o s s i b i l i t i e s  o f f e r e d  by banking  
I n s t i t u t i o n s .  Since the  16th ce ntury  the  I n c r e a s in g  
pre v a le nc e  o f  commercial  paper ,  and the c l e a r i n g  and 
depos i t  banks o f  Amsterdam, Genoa, Hamburg, and Ve n i c e ,
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hod been e x e r t i n g  a growing i n f l u e n c e  on commercial  l i f e .
The metal  1st t r a d i t i o n  In banking t h a t  led up to the  
e s ta b l i s h m en t  o f  the  Bank o f  England Is so w e l l  known t h a t  
I t  need on ly  be ment ioned.  I t  Is the  Eng l is h  land-bank  
p r o j e c t o r s  t h a t  a re  o f  s p e c i a l  I n t e r e s t  to us# because# 
l i k e  the  phys ioc ra ts#  they were p r i m a r i l y  concerned w i t h  
the  problems o f  the  la n d lo r d  and farmer# and# ye t#  they  
preached a very d i f f e r e n t  Message o f  S a l v a t i o n .  The 
land-bank a c t u a l l y  become a Tory p lank  when the  
es ta b l i s h m en t  o f  the  Bank o f  England was being contempla ted .  
The a g r i c u l t u r a l  I n t e r e s t s  could not see why they should  
not borrow as cheap ly  and as e a s i l y  as the  commercial  
c la s s e s ;  they would not accept  arguments p r o f f e r e d  to 
show th e  d i f f e r e n c e  between b i l l s  and mortgages.
Dr.  Hugh Chamber land# on o b s t e t r i c i a n  by pr o fe ss ion #  was 
the f i r s t  o f  a number o f  w r i t e r s  t o  r e v i v e  the Idea o f  
a land-bank.  He d id  not pro v id e  very st rong t h e o r e t i c a l  
support  f o r  t h i s  scheme# but the Idea a t t r a c t e d  se vera l  
proponents o f  some t h e o r e t i c a l  s t a t u r e #  I n c l u d i n g  N i ch o la s  
Barbon# John A s h g l l l ,  John Briscoe# and the n o t o r io u s  
John Low. •j;* -K- -Î* -Î*
John Law o f  Lauriston, the blacksheep from a fa m ily  o f  
S cottish  gentry, a dandy, a lad ies^ man, a man who liv e d  by h is  w it*
And, y e t, a p ie rc in g , s c ie n t if ic  in te l le c t  th at dwelt on u n lik e ly  
problems and arrived  a t uncommon re s u lts .^ ^  As a young man he had a
10. Most o f  the intim ate information on Law^s l i f e  is  supplied by 
a s ingle person who simply signed h im self A Scottish Gentleman.
Grey ( 7 ) ,  Memoirs o f  the L ife  and Character o f  The Great Mr. law  
and h is  Brother in  P arts  t âid ed. London, 1721).
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a passion fo r  mathesmaties; he omtsed h im self by try in g  to reckon
h is  chances w ith d ic e . Apparently he made useful discoveries in the
theory o f  p ro b a b ility . Young law began to win games o f  chance
w ith  ung&xtlem nr'like re g u la r ity , and thereby supported h im self in  a  
grand fashion. In  England, he fought a  duel th at resu lted  in  the 
death o f  h is  opponent. He was charged with murder, but made an 
adventurous escape to Scotland. A fte r  the union o f  Scotland w ith  
England in  17(17, he was forced to f le e  to the Continent. Unfortunately, 
fo r  science and economics, he continued to apply h is  knowledge o f  
p ro b a b ility  to i ts  jrvost remunerative employment, which could hardly  
have encouraged him to maXe h is  d iscoveries known. H is winnings 
made him one o f  the r ich e s t men in Europe. But h is  one great 
obsession was h is  banking scheme. He tr ie d  to s e ll  the idea to 
any one with influence who would l is te n ,  to the S cottish  Parliam ent, 
to the King o f  Corsica. Law's ideas f in a l ly  gained the patronage 
o f Philip, Duke o f  Orleans, who as regent during the m inority  o f  
Louis XV was in  extreme fin a n c ia l d is tre s s . H is Banque Hovale and 
M ississipp i Scheme collapsed in  1720 a f te r  a spectacular speculative  
boom. Ih is  unfortunate event came to have a d is to rtin g  influence  
on the fu tu re  development o f  economic theory, fa r  in  excess o f its real 
importance. I t  was wrongly assumed by many theorfsts th a t the fa i lu r e  
o f  th is  unconventional bank per se disproved the theory on which i t  was 
based. Uhough Law h im self was bankrupt by the crash, h is  
swashbucklering career was given as evidence that the whole a f f a i r  was 
nothing but a colossal swindle. Just to associate an idea, w ith  
Law's doctrine was enough to get i t  thrown out o f Court. "!Dxe 
physiocrats and c lass ica l economists were given to producing a double 
f r ig h t  by accusing both Law and the m erca n tilis t o f  having taught th at
money was the only form o f  wealth, as though a  Dark Age prevailed  before
the enlightenment o f  Real Analysis.
-K- -ÎC- 'X* -i'r -ÎS- -iJ*
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Low’ s per formance os a monetary t h e o r i s t  brought to 
the s u r f a c e  two ideas t h a t  were I m p l i c i t  In the w r i t i n g s  
o f  many land-bank p r o j e c t o r s :  ( I )  t h a t  a proper  banking
system could c o n t r o l  the va lue  o f  money w i t h i n  a c o u n t r y ’ s 
borders by v a r y in g  I t s  e f f e c t i v e  q u a n t i t y ;  and ( 2 )  t h a t  
monetary c a p i t a l  could be manufac tured Independent o f  
the process o f  exchange.
That Law should have wanted to c o n t r o l  the q u a n t i t y  
o f  money Is u n d e r s te n d a b Ie .  He was a d m i t t e d l y  g r e a t l y  
I n f l u e n c e d  by John Locke ’ s economic works.  L ike  Locke# 
he though I t  o f  no use to l i m i t  I n t e r e s t  by law to the  
r a t e  f a v o u r a b l e  to commerce# s i nc e  I t s  n a t u r a l  r a t e  Is  
a f f e c t e d  by the c u r r e n t  q u a n t i t y  o f  money*^^ An expor t  
sur p lu s  was to be favoured# because I t  would I n c r e a s e  
the q u a n t i t y  o f  money and reduce the I n t e r e s t  r a t e .
An Import  surp lus  to the c ont ra ry#  would reduce a v a i l a b l e  
c r e d i t  and thereby  s t i f l e  the  pr o d u c t io n  o f  expo r t  goods;  
the  on l y  l i m i t  to t h i s  d e c l i n e  being complete economic 
d i s i n t e g r a t i o n .  Changes In domest ic p r i c e s  could not  
be expected to l i m i t  I n t e r n a t i o n a l  t r a n s f e r  o f  p rec iou s  
metals# because he assumed chron ic  unemployment# or# 
at  leas t#  t h a t  s o r t  o f  undei— employment t h a t  Is always  
c h a r a c t e r i s t i c  o f  undei— developed c o u n t r i e s  :
The f i r s t  Branch o f  Fore ign Trade# which
Is the Export  and Import  o f  Goods# depends on
I I . John Law, Money and Trade Considered w ith a Proposal fo r  
Supplying the Nation w ith Money CEdinburah. 17(77), p .20.
25
the  Money. I f  one h a l f  o f  the  people a re
employed/  and the  whole Product  and Manufac ture
consumed; More Money# by employing more people#
w i l l  make an Overplus to Ex po r t :  I f  then  the
Goods imported balance the  Goods exported# a
g r e a t e r  A d d i t i o n  to the  Money w i l l  employ
y e t  more people# or  the same people be f ore
employed to more Advantage;  which by making
a g r e a t e r #  or  more v a l u a b l e  Export# w i l l  make
a Balance due. So i f  the  Money lessens# a
p o r t  o f  the people then employed a re  set  id le#
or  employed to less advantage;  the Product
and Manufac ture  is less# or  less v a l u a b l e
th e  Export  o f  Consequence less# and the
12Balance due to F o r e i g n e r s .
Law hoped to use a c e n t r a l l y - d i r e c t e d  banking
system to m o b i l i z e  c r e d i t  and s t a b i l i z e  economic a c t i v i t y .
B r i e f l y :  This Is h is  the or y  o f  money and banking.  Low
observed t h a t  the pre c i ous  me ta ls  d e r i v e d  v a l ue  both from
13
t h e i r  use as a commodity and use In exchange.  This led
12. Ib id .  p . l4 .
On unemploynent in  Scotland he soya: "But Numbers o f  People,
the (Greatest Riches o f  other Nations, are a burden to us, the land  
is  not improved; the Product is  not manufactured; the Fishing
and other Advantages fo r  fo re ign  Trade are n e g le c te d "
2^* # P .11  .
13. Ib id . ,  pp. 10 ,72 ,73 .
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him to b e l i e v e  t h a t  th e  pr ec iou s  met a l s  might  be 
r e p la c e d  by a cheaper m a t e r i a l  o r  c o n v e n t Î o n * T h i s  is  
not to imply t h a t  he thought  v a l u e  cou ld be g iven by 
f i a t  to a cheap m a t e r i a l  l i k e  p r i n t e d  paper or  t h a t  
monetary v a lu e  could be i ncreased by debasement.  -  " I f  
r a i s i n g  or  a l l o y i n g  the Money could add to i t s  Value#  
or  have a good e f f e c t  on Home or  Fore ign Trade;  then  
no n a t i o n  would want M o n e y C r e d i t  had to be based on 
r e a l  w e a l t h .  Law argued a ga in s t  Loc ke ’ s idea t h a t  th e  
v a lu e  of  p rec ious  meta ls  is e s t a b l i s h e d  by c o n v e n t i o n .
He p o i n t e d  out t h a t  t h e i r  va l ue  is  de termined by t h e i r  
supply and the demand f o r  them# t h e i r  use as a medium 
o f  exchange being no more a m a t t e r  o f  convent ion  then  
t h e i r  use as a c o m m o d i t y . L a w  o f  course r e c o g n iz e d  
t h a t  f a c t i o n a l  r e s e r v e  banking cou ld extend c r e d i t  on 
the basis o f  t h i s  monetary w e a l t h .  H is  e x p l a n a t i o n  o f  
d e pos i t  banking# l i k e  Cant I I I o n ’ s# was t h a t  c r e d i t  
incr ea sed  the v e l o c i t y  o f  cash which banknotes r e p r e s e n t  
by proxy;  banknotes in e f f e c t  s e t t l e  more t r a n s a c t i o n s  
than cash could by going from hand to hand# e s p e c i a l l y
14 , Eugene D aire , Economistes Financer es (P a r is , 1843), p p ,609-611, 
Ih is  volume contains re p rin ts  o f  most o f  law 's  more important
w ritin gs  in  French. I t  also contains most o f  B o is g u ille b e rt's  works
ani so we w i l l  have occasion to re fe r  to i t  in  th a t connection,
15, law , OD, c i t . ,  p .101,
16, P a ire , od, c i t . ,  p p ,469-470,
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s in ce  the  banking system would u t i l i z e  savings t h a t  might
l7o t h e r w i s e  remain I d l e *  But t h i s  s o r t  o f  c r e d i t  is
l i m i t e d  by the a v a i l a b l e  supply o f  p r ec iou s  m e t a l s .  A
r e t a r d e d  economy g e n e r a l l y  lacks t h i s  f i r s t  r e q u i s i t e
18needed to forward  pr od uct ion *  For t h i s  reason he thought  
th e  o n ly  S a l v a t i o n  was to base c r e d i t  on some w e a l th  o t h e r  
than pre c ious  m e t a l s .  He promoted the  idea t h a t  land has 
a ready va lue  t h a t  can a c t u a l l y  serve the m o b i l i z a t i o n  
o f  c r e d i t  b e t t e r  then s i l v e r  -  “ Land may be conveyed by 
Paper# and the reb y  has the  o t h e r  Q u a l i t i e s  in Money# in
19a g r e a t e r  degree than S i l v e r ” . Commercial paper  issued  
on r e n t  values would have# he argued# a l l  the a t t r i b u t e s  
o f  money -  i . e .  t r a n s p o r t a b i l i t y  and d i v i s i b i l i t y  to a 
g r e a t e r  degree than met a I i  c money# and a r e a l  v a l u e  t h a t  
is  l ess l i k e l y  to f a l l  than t h a t  o f  s i l v e r #  s i nc e  the  
q u a n t i t y  o f  the l a t t e r  is being increased  by raining# 
and s ince  t h e r e  is always the danger t h a t  some n a t i o n
might  abandon the s i l v e r  standard# reduc ing the  demand
20f o r  i t  as a medium o f  exchange# In a d d i t i o n  t h i s  form 
o f  commercial  paper would r e a d i l y  lend i t s e l f  to monetary  
management# having a l l  t h o ^  advantages o f  a u n c o n v e r t i b l e
17 . Ib id . ,  pp. 578-585. pp. 512, 513.
18. law says o f  Scotland: "Credit th a t promises a Payment o f  
Money, cannot well be extended beyound a ce rta in  proportion i t  
ought to have with Money. And we have so l i t t l e  Money, that any 
C redit th a t could be given on i t  would be inconsiderable".
law , op. c i t . .  p .60.
19 . Ib id . p .101.
20. P a ire , op. c i t . ,  p .515, 516.
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2 1paper  s t an d a r d .  This d e f i n i t i o n  o f  money was prob ab ly  
th e  most r e f i n e d  to t h a t  date ;  i t  has the  m e r i t  o f  g i v i n g  
bank c r e d i t  p roper  d i g n i t y  by f o r m a l l y  v iewing i t  as a 
form o f  money.
What is impor tant  f o r  our s tudy ,  John Law and h i s  
f e l l o w  monetary t h e o r i s t s  m ai n ta in e d  two p r o p o s i t i o n s  
which were f i r s t  denied by Boisgui  I I e b e r t  and the  
p h y s i o c r a t s  and subsequent ly  by most o f  the  more 
i n f l u e n t i a l  economi sts of  the 19th c e nt ur y  :
( 1 )  t h a t  the q u a n t i t y  o f  money a f f e c t s  ou tp u t  
through the agency o f  the r a t e  o f  i n t e r e s t ;
( 2 )  th a t  commercial  and r e e l  c a p i t a l  might  be 
accumulated independent ly  o f  i n d i v i d u a l  d e c i s i o n s  to  
consume less and save more.
The f i r s t  p r o p o s i t i o n  was denied by the  
p h y s i o c r a t s ,  because they thought  money is a n e u t r a l  
mechanism which can f a c i l i t a t e  any number o f  t r a n s a c t i o n s ,  
r e g a r d l e s s  o f  i t s  t o t a l  q u a n t i t y .  At the be s t ,  they  
did  not look very deeply i n t o  the problem o f  i n t e r e s t .
This p r o p o s i t i o n  was r e j e c t e d  by the C l a s s i c a l  Economists  
because,  assuming f u l l  employment,  t h e i r  r i g i d  i n t e r p r e ­
t a t i o n  o f  the q u a n t i t y  theory im p l i e d  t h a t  an i n c r e a s e
ZZ. law argued that th is  form o f  bank money would not be lo s t through 
exportation and i ts  quantity  could be increased to the most desirab le  
le v e l :
This "Money is  established th at has no in tr in s ic  Value, and i ts  
e x tr in s ic  Value to be such, as i t  w i l l  not be Reported; nor w i l l  i t  
be less  than the Demand fo r  i t  w ith in  the C&Untry".
Law, op, c i t , ,  p .102.
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în the quant i ty  o f  money could on l y  r e s u l t  în i n f l a t i o n .  
Moreover ,  they were i n c l i n e d  to  s t r e s s  t h a t  the i n t e r e s t  
r a t e  is f i x e d  by the q u a n t i t y  o f  savings and n e g l e c te d  
to cons ider  t h a t  the a b i l i t y  to save may be c i rcumscr i bed 
by the  q u a n t i t y  o f  money in c i r c u l a t i o n .  I n s o f a r  as 
the p h y s io c r a t s  had a reason f o r  d i s c a r d i n g  th e  second 
ide a ,  o t h e r  than t h e i r  emot ional  a v e r s i o n  to Les 
f i n a n c i e r s , they had the  no t io n  t h a t  the accumula t ion  
o f  monetary c a p i t a l  would r e s u l t  in an immediate and 
prolonged c o n t r a c t i o n  o f  income. (We w i l l  discuss t h i s  
p a r t i c u l a r  theory  at  length when we come to examine 
t h e i r  ideas on c a p i t a l ) .  On the o t h e r  hand, th e  
C l a s s i c a l  Economists r e j e c t e d  the second c o n s i d e r a t  ion,  
because,  a g a in ,  they assumed f u l l  employment,  and even 
those l i k e  Henry Thor ton ,  who r e a l i z e d  th e  p o s s i b i l i t y  o f  
f o r c e d  s a v i n g , thought  the i n f l a t i o n a l y  aspect  o f  the
phenomena would weigh a g a in s t  any b e n e f i t s  r e s u l t i n g  from
22i t s  c o n t r i b u t i o n  to p r o d u c t i v i t y .  The C l a s s i c a l
Economist took i t  f o r  gra nted  t h a t  investment  r e s t s  on
22. By forced savings we mean involuntary savings forced on consumers 
when th e ir  income does not keep up w ith p r ic e s , such th a t resources 
are d iverted  to c a p ita l users, Ih is  is  what would ty p ic a lly  happen i f  
c re d it fo r  productive purposes were expanded under conditions o f  f u l l  
employment. Law did not consider th is  s itu a tio n , since he presupposed 
an under-developed economy w ith unemployed resources. Hume envisioned 
something o f  the sort being forced on wage earners when th e ir  wages 
did  not keep up with in f la t io n . Although a few 19th century economists 
understood forced saving, none before Leon Walras considered i t  normal 
or des irab le .
30
i n d i v i d u a l  d e c is io ns  to consume less and save more.  
Indeed,  t h i s  course o f  a c t i o n  and f o r c e d  saving a r e  
the on ly  choices o f f e r e d  in an economy in which a i l  
resources are  f u l l y  employed.  However,  manufactured  
c r e d i t  can draw unused resources i n t o  the economic 
machine,  when they a re  a v a i l a b l e .  S t r i c t l y  speaking  
one cannot manufac ture  c r e d i t  by the means a f f o r d e d  by 
o r d i n a r y  f r a c t i o n a l  r e s e r v e  banking;  the c r e d i t  
extended is  a lways less than the monetary d e p o s i t s ,  
whether  these d e p os i t s  be in specie  or  cheques.  But 
the land-bank p r o j e c t e e r s  had in mind a convent ion  
analogous to commercial  paper w r i t t e n  on goods in the  
process o f  pro d uc t i on  and s a l e .  When a c l a i m  f o r  
p r o p e r t y  c i r c u l a t e s  as money, i t  is q u i t e  proper  to  
cons ider  t h i s  c r e d i t  as having been manufac tured  
independent o f  sa v ing .
The s t r i k i n g  t h i n g  about the changes in d o c t r i n a l  
o r i e n t a t i o n  t h a t  came in w i th  C l a s s i c a l  Economics is  
t h a t  they may to a g r e a t  e x te n t  be c h a r a c t e r i z e d  as 
changes in i n t e l l e c t u a l  f a h s i o n .  That  i n d i v i d u a l  
economists a re  aga in  looking a t  i n t e r e s t  as p r i m a r i l y  a 
monetary phenomenon a f t e r  a lapse o f  two hundred years  
proves t h i s  c o n t e n t i o n *  S t i l l ,  t h i s  i n t e r p r e t a t i o n  
should not be overworked.  A case in p o i n t  is Law’ s 
theory  o f  c r e d i t ,  which we o u t l i n e d  above; i t  was 
o b v io u s ly  t a i l o r e d  to f i t  the  h i s t o r i c a l  c i rcumstances
.v-
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o f  h î s  day* The f a c t  t h a t  bank c r e d i t  may s t i m u l a t e  
output  r a t h e r  than r a i s e  p r i c e s ,  when i t  impinges on 
an environment  o f  unused res o ur c e s ,  is more p e r t i n e n t  
to an underdeveloped economy than to a count ry  c o m p l e t e l y  
under the sway o f  c a p i t a l i s t i c  p r o d u c t i o n ,  s i n c e ,  in t h e  
l a t t e r  sur roundings ,  underemployment o f  resources  w i l l  in  
genera l  on ly  occur in p e r io d s  o f  depress ion  when t h e r e  
is no demand f o r  a d d i t i o n a l  c r e d i t *  Y e t ,  Law’ s ideas  
on c r e d i t  should s t i l l  have had a p p l i c a t i o n  to the  
h i s t o r i c a l  c o n d i t i o n s  t h a t  Quesnay encountered in  France  
soon a f t e r  the m id - p o i n t  o f  th e  18th c e n t u r y .  Some o f  
the excesses o f  the Real Economists might  be cha lk ed  up 
to the f i r s t  awareness o f  Real C a p i t a l  which was being  
f o r c e d  on them by the c a p i t a l - i n t e n s i v e  n a t u r e  o f  the  
a g r i c u l t u r a l  and i n d u s t r i a l  r e v o l u t i o n s .  T h e o r i z e r s  
have always had a weakness f o r  making too much ado about  
whatever  i t  happens to be t h a t  is new under the sun.
None the less,  t h i s  enthusiasm o f  d i s c o v e ry  is  o n l y  
one source o f  b ias*  The p h y s i o c r a t s  were g r e a t l y  
in f l u e n c e d  by Bo is g u i I  I e b e r t ,  who saw f i t  to d ismiss  
a l l  monetary t h e o r i s t s  w i th ou t  ever  having been exposed 
to the New Economic O rd e r .  And so,  we w i l l  t u r n  our  
a t t e n t i o n  to Bo isg u i I  I e b e r t  and Cant i I  I on, the  two most  
s i g n i f i c a n t  p r o g e n i t o r s  o f  the  p h y s i o c r a t i c  system.
We s h a l l  have to devote most o f  our e f f o r t  to the  f o r m e r .  
This need not make us members o f  what Pr o f e s s or  Schumpeter  
r e f e r s  to as the B o is g u i I  I e b e r t  C u l t ;  h is  c o n t r i b u t i o n s  
to p h y s i o c r a t i c  a n a l y s i s  happen to be more numerous, i f
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not more important  than those o f  Cant 11 I on, and, s ince
they are  somewhat o f f  the beaten t r a c k ,  r e q u i r e  a good
deal o f  e x p l a n a t i o n *
* * * * * * * * * *
23P ie rre  le  Pesant, Sieur de B oisguillebert (1646-1714), 
a member, o f the sem i-hereditary c iv i l  service gentry o f  pre­
revo lu tionary France, o ffic ia te d  during the greater p a rt o f  h is  
career as the Lieutenant General o f Rouen, He loas the reformr- 
minded type, h is  p a rt ic u la r  economic c u re -a ll being a ra tio n a liz a tio n  
o f the tax  system. Unfortunately, h is  d i f f ic u l t  p ersona lity  
prejudiced the reception o f h is  ideas; he was s in g u larly  lacking  
in social graces, a self-made rnan who made a great point o f maJzing 
his  accomplishments known, to ta l ly  oblivious to p ra c tic a l d i f f ic u l t ie s  
that might stand in the way o f h is  scheme, and obdurate to boot; 
when presenting h is case before Chnm illart, he could never bring 
himjself to pass l ig h t ly  over his high flown ideas on money which 
the finance m inister interpreted as saying, "The scarcer money 
is  in France, the more there is  o f i t " .  He impressed most o f  
h is  contemporaries as an occasionally b r i l l i a n t , but b a s ic a lly  
unsound th e o ris t. And, indeed there is  soTnething even in h is  
l i t e r a r y  s ty le  that suggests the man is  nine tenths fa i lu r e ,  ye t, 
w ith an odd b it  o f genius. H is obscure phraseology and hopeless 
syntax make him an abominable w rite r  by a l l  ordinary standards, 
but through the maze bursts fo r th  a fo rc e fu l social p ro tes t, which 
(whatsoever such judgments are worth) Michelet considered sublimely 
eloquent, Tiough he considered him self a defender o f  the old
order, fo rever p ra is ing  the tr ie d  and proven economic p o lic y  o f  
S u lly , h is  economic sociology has an almost Radical cast, the 
d is tu rb ers -o f-th e—peace in his view being those in  economic power who 
demanded
23, For a review o f  h is  l i f e  and economic works, see Hazel Robert's  
B o is g u ille b e rt, Economist o f  the Reicm o f Louis X IV  ( New York, 1935),
We might assume that the author was not reading into his work the 
Keynesian ch aracteris tics  she describes, because o f i ts  early  pub lication  
date. In  his H is tory  o f Economic Analysis, Professor Schumpeter says 
she "displays a bad case o f  what Lord Macaulay ca lled  the illn e ss  o f  
biographers or lues Boswelliana", p ,216. This may be true o f  her 
somewhat u n c r it ic a l judgment o f the man and h is reforms, but neve'r- 
theless her c r i t ic  o f his economic theory f a i th f u l ly  outlines the 
meaning o f h is  system. This is  an exceptional accomplishment, since 
she was examining ideas that were s t i l l  unfashionable. One can well 
imagine that an author w ritin g  today might devote a whole chapter 
to B o is g u illeb e rt's  p rim itiv e  idea o f  a "m u ltip lie r" , now that the 
term has become a by-word. Regrettably, we shall have occasion to 
re fe r  to historiographers who did not even bother to examine the lo g ic  
o f  what from th e ir  preconceptions were "obvious errors".
Since reading B oisguillebert is  something akin to d iv in a tio n , 
quotations from h is  works w il l  be translated , or translations borrowed 
from Hazel Robert's book.
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excessive p ro f its  or had hecam so corrupted by p e cm ia ry  values 
as to hoard money, taking i t  out o f  c irc u la tio n , and the ouners 
o f  the means o f  production and th e ir  workman who were c o n tin u a lly  
f ig h tin g  over the d iv is io n  o f  the economic product. He explained  
the h is to r ic a l o rig in  o f  property by "force and vio lence", a  thesis  
th at became more popular as the century moved vn. As fo r  h is  pure 
economic theory, i t  was so paradoxical, ab s trac t, and contrary to  
prevalent opinion, th a t no major p a rt o f  i t  was taken up by any 
economist before the physiocrats, not even by the two men uho respected 
him Tnost as a th in ker, Morschal de Vauban and the Abbe de S a in t-P ie rre . 
However, h is  s ta t is t ic a l  approach loas appreciated. She French 
bureaucracy had always re a lize d  th at ra tio n a l adm in istration  depended 
upon a f irm  appraisal o f  economic fa c t .  Both B o isg u illeb ert and the 
great m il i ta ry  engineer and fe llo w  ta x  reformer Marschal Vauban (Dime 
Royale. 1705), made impressive use o f  s ta t is t ic a l  evidence to  argue 
fo r  th e ir  respective schemes. Undoubtedly, th e ir  work was the best 
o f th is  vein up to th e ir  tim e, but, from our po in t o f  view, the 
greater la u re ls  should go to the Intendent o f  Rouen; he explained 
the economic flu c tu a tio n  th at he saw in  h is  data w ith what one must 
concede is  a beau tifu l body o f  theory, regardless o f  what one may 
th ink o f  i t s  u t i l i t y .  I t  is  easy to sympathize w ith h is  coriceit 
th at these discoveries were comparable to those o f  Copemius, G a lile o , 
and Columbus, the r id ic u le  and persecution he suffered being the 
Cross o f  a l l  Creators.
i:' *  .... *
W r i t i n g  around the  turn  o f  the 18th c e n t u r y ,
B o i s g u i l l e b e r t  observed t h a t  France had been e x p e r i e n c i n g
a n e a r l y  cont inuous economic d e c l i n e  s ince  1660.  Now
t h e r e  is something about h i s a p p r a i s a l  o f  the s i t u a t i o n
t h a t  gives i t  a s t e r l i n g  q u a l i t y .  He was not content
to make a g e n e r a l i z a t i o n  about economic t rends  and leave
i t  a t  t h a t ;  he examined the  d e t a i l  o f  t h i s  d e c l i n e  from
every f a c t u a l  source he could command -  h is  own p e r s i s t e n t
i n q u i r y  over  the years  in to  the s t a t e  o f  i n d i v i d u a l
bus inesses ,  in f o r m a t i o n  s u p p l i e d  by acqua intances  in the
wor ld o f  f i n a n c e ,  t a x  r e t u r n s ,  and o t h e r  government
s t a t i s t i c s .  Most commentators on economic v i c i s s i t u d e s
were given to a rguing wi th  such a bare minimum o f  f a c t
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t h a t  î t  was p o s s i b l e  to d i s a g r e e ,  even in the  most
general  terms,  about the s t a t e  o f  the  economy.
According to the humour o f  t h e i r  b i l e ,  they e i t h e r  saw
long monotonous per iod s  o f  p r o s p e r i t y  or  p e r s i s t e n t
s t a g n a t i o n .  But B o i s g u i l l e b e r t ,  owing to h is  c l o s e r
s c r u t i n y ,  d i s t i n g u i s h e d  w i t h i n  the  downward secula i—
t r e n d ,  v ig o ro us ,  f a s t - m o v in g  “ups and downs” , which
he r e a l i z e d  r e q u i r e d  an e x p l a n a t i o n .  In a word,  he
24came to g r i p s  w i th  economic f l u c t u a t i o n s .
In c o n t r a d i c t i o n  to the p r e v a l e n t  o p i n i o n  on the
s u b j e c t ,  B o i s g u i l l e b e r t  r u l e d  out  a I I monetary c a u s a t i o n .
H i s t o r i c a l l y ,  he noted t h a t  t h e r e  had been a tremendous
i n f l u x  o f  p rec ious  meta ls  from the  New World and s t i l l
25France cont inued  to d e c l i n e ,  and, as w e l l ,  rec o in a g e  
in I 693 r e v e a l e d  t h a t  spec ie  was s t i l l  abundant ,  and 
t h e r e f o r e  the lack o f  i t  could not have been the cause
26o f  the  c u r r e n t  dep res s i on .  For obvious reasons,  t h i s
s u p e r f i c i a l  h i s t o r i c a l  a n a l y s i s  could not  br ing  out  the  
s a l i e n t  p o i n t s  o f  the monetary t h e o r i s t s ,  but B o i s g u i l l e b e r t ’ s 
i n s i s t e n c e  on looking behind th e  monetary v e i l  r e v e a l e d
24. The sense in  which th is  word is  used w i l l  become obvious from  
the context. But i t  should be isade c le a r from, the s ta r t  that he was 
not looking a t the phenomena o f  r& ^ c c u rrin g  se lf-genera ting  cycles 
such as those associated w ith housing, inventories, c a p ita l p la n t,  
sh ip -bu ild ing , etc . fo r  the simple reason that cycles o f  th is  sort had 
not yet become an obtrusive c h a ra c te ris tic  o f  the economic p a tte rn .
Of course, something s im ila r  to the modern "com cycle" was observed 
in some a g ric u ltu ra l commodties. See, B a ire , op. c i t . .  p .370-72.
25. Ib i d .  p .p .  176-72. pp. 399^5.
26. Ib i d .  p .180.
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phenomena t h a t  had been on ly  dimly seen b e f o r e .  He 
had a view o f  the m a t t e r ,  which,  f o r  the  lack o f  a b e t t e r  
tag ,  we might c a l l  the “v e l o c i t y  th e or y  o f  money” . He 
thought  t h a t  consumption was the  i m p e l l i n g  f o r c e  t h a t  
gave l i f e  to  the  economy, and, indeed,  i t  was the  
u l t i m a t e  end o f  economic a c t i v i t y .  Money was con s i der ed  
a com ple te ly  n e u t r a l  mechanism; i f  t r a n s a c t i o n s  oc c u rr e d  
f a s t  enough, money cou ld be g iven an i n f i n i t e  v e l o c i t y ,  
and, f o r  t h a t  reason,  t h e r e  could never  be a lack o f  
spec ie  as such. Consumption and investment  were 
f u n c t i o n s  o f  c u r r e n t  n a t i o n a I - i n c o m e  and recent  changes 
in income. When income d e c l i n e s ,  both investment  and 
consumption decrease,  and t h e r e f o r e  the  v e l o c i t y  o f  money 
slows down and a p a r t  o f  i t  is hoarded in the form o f  
s p e c ie .  In r e a l i t y ,  t h i s  v e l o c i t y  theory  is no more a 
theory  o f  money than pragmatism is ph i l oso phy ,  f o r  i t  
a b s t r a c t s  away a l l  the r e a l  problems germane to the  
s u b j e c t ,  but an e x t r e m e ly  cogent theory  o f
employment.  A few e x t e n s i v e  q u o t a t i o n s  w i l l  be 
s u f f i c i e n t  to show i t s  c h a r a c t e r  :
Sinee consumption and revenue are  one end 
the  same t h i n g , th e  r u i n  o f  consumption is the  
r u i n  o f  revenue ,  which means t h a t  a t a x  t h a t  
on ly  r e t u r n s  to the  King 100,000 pounds, w h i l e  
d i m i n i s h i n g  consumption,  e i t h e r  In terms o f  
p r i c e  or q u a n t i t y  by two m i l l i o n s ,  is in f a c t
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27a two m i l l i o n s  r e d u c t i o n  in income.
From these  p r i n c i p l e s  i t  f o l l o w s ,  t h a t  in 
w e a l t h ,  which is nothing  o t h e r  than the  power 
to procure the easy maintenance o f  l i f e ,  both 
f o r  n e c e s s i t i e s  or  s u p e r f l u i t i e s  Cthe one 
or  the o t h e r ]  being a m a t t e r  o f  i n d i f f e r e n c e  
at  the end o f  the  year  to the one who has 
passed i t  in abundance, as he cons iders  whether  
he has procured h i s  commodit ies w i t h  l i t t l e  
or much money, money is on ly  a means end a way 
to an end, whereas goods u s e fu l  to l i f e  a re  
the purpose and the end. A count ry  can be 
r i c h  w i thout  very  much money, and th e  one 
which has on l y  s i l v e r ,  very  p o v e r t y - s t r 1cken 
i f  i t  can be exchanged only  w i t h  d i f f i c u l t y  
f o r  these ^ n e c e s s i t i e s  and s u p e r f l u i t i e s ] .
Thus the  ships o f  Spain no sooner reach  
Europe than i t  is necessary to c a l l  a l l  the  
s i l v e r  to the c o u n t r i e s  whence products  
have been o b t a i n e d ,  to c a r r y  in t o  those where 
the  mines are  s i t u a t e d .  And t h i s  s i l v e r  
produces by a c o n t i n u a l  c i r c u l a t i o n  ( r e v o l u t i o n )  
the same e f f e c t  in these  c o u n t r i e s  t h a t  i t  has 
produced in ( t h e  count ry  o f )  i t s  b i r t h ,  
making more or  fewer  c i r c u l a t i o n s  and r e ­
c i r c u l a t i o n s  ( t o u r s  et  r e t o u r s )  as i t  changes
27. .Da'ire,, op. , pp. 19^—4.
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masters more or  less o f t e n ,  t h a t  is to  
say,  as more or  less commerce or  consumption 
is made.
But c o u n t r i e s  such as France,  which produce  
products necessary to l i f e  have t h i s  advantage  
over  those from which s i l v e r  is o b t a i n e d ;  
exchange is made in a very  advantageous manner,  
c on s i d e r i n g  t h a t  s i l v e r ,  not being consumed 
at  a l l  by use,  produces u t i l i t i e s  w i th out  l i m i t s  
and w i th out  end f o r  the count ry  to which i t  is  
c a r r i e d ;  whereas the goods which are  g iven in  
counter-exchange  are  usefu l  only a s i n g l e  t i m e ,  
p e r i s h i n g  through use.  But w h i l e  s i l v e r  has 
the q u a l i t y  o f  being u n a l t e r a b l e  by t Ime and 
a c c i d e n t s ,  i t  has at  the  some t ime  t h a t  o f  
not i n c r e a s in g  by keeping as does o th er  
merchandise.  And i t  is us ef u l  not when i t  is  
kept  in the c o f f e r ,  but when i t  is conserved  
as l i t t l e  as p o s s i b l e .  And as i t  is con­
sumption,  o f  which i t  is on ly  the  s l a v e ,  
which leads i t s  movement, from t h e  moment t h a t  
^consumption]  ceases i t  stops a l s o ,  and dwel ls  
immobile in the  hands where i t  i s  found when 
the d i s o r d e r  commences to make i t s e l f  f e l t .
In t h i s  way, i f  when commerce is a c t i v e  the worst  
s i t u a t i o n  o f  a merchant is to have h is  money 
useless in h is  c o f f e r ,  because i t  produces
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no t h in g ,  i t  is  to his advantage when commerce 
is i n a c t i v e  not to  have i t  o u t ,  c o n s i d e r in g  
t h a t  i f  he earns nothing he loses n o th in g ,  
f o r  he r i s k s  loosing on account o f  b a n k r u p t c i e s ,  
i n s e p a ra b le  from the c e s s a t i o n  o f  commerce.
And what is sa id  o f  the  merchant  is e q u a l l y  
t r u e  o f  a l l  persons who l i v e  on t h e i r  incomes,  
e i t h e r  from lends or from le nd ing .  Such 
persons,  r e c e i v i n g  payments,  cannot r e - i n v e s t  
( r e c o n s t i t u e r )  f o r  lack o f  s e c u r i t y ,  because 
the most o r d i n a r y  d i s t ur ba n c e s  o c c u r r i n g  on the  
land,  the products ( o f  the land)  d im in is h  d o i l y  
and p e r c e p t i v e l y  on account o f  the d e s t r u c t i o n  
o f  consumption.  Consequent ly ,  they p r e f e r  to  
lose i n t e r e s t  r a t h e r  than r i s k  c a p i t a l ,  
reducing expenses to a minimum, which increa ses  
the e v i l  f o r  the whole body o f  the r e p u b l i c .
In t h i s  manner e l l  the  revenues o f  i n d us t r y  
cease c o m p le t e l y ,  and s i l v e r ,  which produces  
as much revenue as i t  c i r c u l a t e s ,  not going  
out  o f  s t rong hands f i . e .  out  o f  the c o f f e r s  
o f  the  r i c h ]  c om pl e t e l y  stops i t s  o r d i n a r y  
course .  This  p a r a l y s e s  the  S t a t e  in a l l  i t s  
p a r t s ,  and causes i t  to be p o v e r t y  s t r i c k e n  in  
the midst  o f  an abundance o f  a I I s o r t s  o f  
goods. The poor fe e  I the e f f e c t s  f i r s t ,  but  
they a re  communicated next  i mpercept i veI  y to
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to o i l  the o t h e r  por ts  o f  the  S t a t e ,  even
28to the  most noble ( r e l i v e )  • • •
£pn the  o t h e r  hand] a thousand écus
d i s t r i b u t e d  among a thousand persons o f  small
means, would pass through a thousand hands in
less t ime than they would have r e s i d e d  in the  
c o f f e r s  o f  a r i c h  man. fEach ecu]  could on ly  
r e s u l t ,  as a consequence,  in b r i n g i n g  about  
a hundred ecus f o r  consumption.  £0n t h i s  t o t a l  
spe nt ]  the p r i n c e  would r e c e i v e  the  t e n t h  p a r t  
as h is  share ,  t h a t  i s ,  he would have r e c e i v e d  
the va lue  o f  ten thousand ecus on a sum to  
which he has not even r e c e i v e d  a f a r t h i n g  
because o f  the  d i s t u r b a n c e  in the use which  
is made o f  i t ,  and which is augmented and 
supported every day by those who f a l s e l y  
persuade him t h a t  i t  is  to h i s  p a r t i c u l a r  
advantage t h a t  both he and h is  people be 
equa M y  r u i  ned.
I f  then the  r i c h  unders tand t h e i r  
i n t e r e s t ,  they would w h o l l y  r e l i e v e  the poor  
o f  t h e i r  t a x e s ,  which would immediate ly  c r e a t e  
more w e l l - t o - d o  persons.  Th is  would r e s u l t  in
28. Roberts, op. c i t . , pp. 210-11. O rig ina l French, D a ire , 
O P .  c i t . pp. 209-11.
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a gr e a t  increase in consumption which,  
spreading i t s e l f  over  the  mass o f  a S t a t e  
would t r i c e  i d e n t i f y  the  r i c h  f o r  t h e i r  
f i r s t  advances# I t  would be analogous to  
a master  who lends g r a i n  to h is  fa rmer  in 
or de r  to seed the land,  w i th o u t  which he
29would have no h a r v e s t .
This should be enough f o r  the r ead er  to f i n d  
the measure o f  the  man. He begins w i t h  the  maxim t h a t  
’’ consumption and income ( re ve nue )  a re  one and the  same 
t h i n g ” . From the  c on tex t  i t  is obvious t h a t  h is  
meaning is t h a t  one p e r s o n ’ s e x p e n d i t u r e  becomes 
a n o t h e r ’ s income. Though the idea in i t s e l f  is  not  
o f  much use,  he went on to assume the  e x i s t e n c e  o f  
a m u l t i p l i e r .  A p p a r e n t l y ,  he thought  t h a t  r e d i s t r i ­
but io n  o f  income in favour  o f  the  poor would cause income 
to incr ea se  a hundred f o l d .  And t h e  r i c h  would f i n d  
t h e i r  income t r i p l e d  to  the e x t e n t  they assumed the  t a x  
burdens o f  the poor .  What opt imism!  No wonder  
ChamiI l a rd  t r i e d  to  b r in g  him down to r e a l i t y  -
"u nh app i l y  not a l l  t h a t  which you propose is  as good
30as you are  persuaded i t  i s ” . The genetic cause o f  
c r i s i s  t h a t  B o i s g u i l l e b e r t  discusses here is ho a rd in g ,  « 
which is  aggravated  by increased e x p e c t a t i o n  o f  r i s k
29. Roberts, op. c i t ., p . 171. O r.D r., B a ire , o p . c i t., p p .419-20.
30. Roberts, op. c i t . .  p .60.
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as the depress ion  set  in .  No doubt the hoard ing  o f
spec ie  as such was more common in the 17th c e n t u r y  than  
i t  is today now t h a t  most saving has been m o b i l i z e d  by 
the  banking system. None the l es s ,  t h i s  th e o r y  is  some­
what analogous to the Keynesian s i t u a t i o n  in which  
planned saving is in excess o f  planned inv es tm en t .  In
a d d i t i o n  to t h i s  K e y n e s i a n - I i k e  th e or y  o f  c r i s e s ,  
B o i s g u i l l e b e r t  had anoth er  which we w i l l  d iscuss  
p r e s e n t l y .
I t  should be noted in the  q u o t a t i o n  above t h a t  
c a p i t a l  e x p e n d i t u r e  is inc luded in the  term "consumpt ion” . 
This is a l l  the more i n t e r e s t i n g  because to some e x t e n t  
B o i s g u i l l e b e r t  a n t i c i p a t e d  Quesnay*s theor y  o f  f i x e d  
c a p i t a l .  He suggested Quesnay’ s t h e s i s  t h a t  u p - t o -
da te  a g r i c u l t u r e  depends upon i n t e n s i v e  investment  in
3 Ihorses and l i v e s t o c k ,  but he d id not get  very  e x c i t e d  
about i t ,  f o r  he cou ld not have fo r e se e n  the a g r i ­
c u l t u r a l  r e v o l u t i o n .  Y e t ,  in h is  scheme o f  t h i n g s ,
the manure produced by these farm animals  almost  ac h ie ve d  
the  rank o f  a s e p a r a te  f a c t o r  o f  p r o d u c t i o n .  He r e a l i z e d  
t h a t  the  farmer  would have to o b t a i n  p r o f i t s  on these  
long term investments .  He says,  ( i n  t imes o f  p r o s p e r i t y ]
"everybody would lend to them C f e r m i e r s l  very  r e a d i l y ,  
seeing the c e r t a i n t y  o f  being r e i m b u r s t e d ,  both as to  
c a p i t a l  and i n t e r e s t ,  by the end o f  the ye ar  or  sooner * * *  
£And s i n c e ]  t h i s  would produce f e r t i l i z a t i o n ,  which is  
always f o l l o w e d  by a good h a r v e s t ,  he w i l l  be in a p o s i t i o n
31. Baire,  op. c i t . , pp. 358-361.
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32to share h i s  p r o f i t s  w i th  those  who have a id e d  him".
The rea d e r  may f e e  I unc omfor tab le  about c r e d i t ­
ing B o i s g u i l l e b e r t  w i th  a " m u l t i p l i e r " .  We a re  on ly  
using the word as a conven ient  tag f o r  what is  a d m i t t e d l y
a very imprec ise  idea .  S t i l l  t h i s  no t io n  -----  t h a t  an
i n i t i a l  incr ea se  or  decrease in income would m u l t i p l y  
i t s e l f  as i t  is passed from one income r e c i p i e n t  to
another  -----  does imply a m u l t i p l i e r  in some genera l  sense,
though t h i s  idea is d e f i n e d  im p r e c i s e l y  in t h a t  the  
e f f e c t s  o f  consumption are  not  d i f f e r e n t i a t e d  from those  
o f  investment .  The r ea d e r  may or  may not be impressed  
by the q u o t a t i o n s  we have chosen as a^  propos to the  
s u b j e c t ,  but the d i f f i c u l t y  is t h a t  e a r l y  economists  
g e n e r a l l y  locked d e t a i l e d  o r g a n i z a t i o n  end t h e  language  
is so imprec ise  t h a t  i s o l a t e d  q u o t a t i o n s  do not  g i v e  a 
f a i r  p r e s e n t a t i o n  o f  the  a u t h o r ’ s economic i n s i g h t ;  owing 
to h i s  d i f f i c u l t  l i t e r a r y  s t y l e ,  t h i s  is even more t r u e  
o f  B o i s g u i l l e b e r t  than most.  In any e v e n t ,  no m a t t e r  
how crude h i s  unders tand ing  o f  the  m u l t i p l i e r  may have 
been, i t  i s ,  to the  e x t e n t  h is  economic th e o r y  is v a l i d  
at  a l l ,  an e s s e n t i a l  p a r t  o f  i t .  We must take  i t
in t o  account in our s tudy ,  moreoever ,  f o r  the  p h y s i o c r a t s  
accepted t h i s  idea j u s t  as u n c r i t i c a l l y  as d id  Bois­
g u i l l e b e r t  and on the  basis o f  i t  came to f a n t a s t i c  
conclusions,  concerning the f o r m a t io n  o f  income end 
capi  ta  I .
32. I b i d . ,  p .  242.
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However s e r i o u s l y  one choses to t a k e  t h i s  t h e o r y ,  
i t  roust be a d m i t t e d  t h a t  B o i s g u i l l e b e r t  has r a t h e r  
p e c u l i a r  ideas about the  workings o f  h i s  m u l t i p l i e r .  He 
seems to assume t h a t  specie  can o b t a i n  an i n f i n i t e  v e l o c -
t
i t y .  He c l e a r l y  exaggerates  the p o s s i b i l i t y  on t h i s  
score ,  but h i s  c o n t e n t i o n  t h a t  the  q u a n t i t y  o f  p r ec io u s  
meta ls  can have no p r o p o r t i o n a l  e f f e c t  on the lev e l  o f  
t r a d e  is made somewhat more p l a u s i b l e  by h i s  argument  
t h a t  m e t a l l i c  money is to a gre e t  e x te n t  r e p l a c e d  du r ing
per iod s  o f  p r o s p e r i t y  by b i l l s  o f  exchange u n d e r w r i t t e n
33by merchants w i th  sound c r e d i t .  For B o i s g u i l l e b e r t ,
the i d o l a t r y  o f  p re c i ous  m e t a l s ,  r e s u l t i n g  in the de­
p r e c i a t i o n  o f  r e a l  w e a l t h ,  was one o f  the s ins  man 
a c qu i re d  when he gave up h i s  p r i m i t i v e  innocence to l i v e  
in a " c i v i l i z e d  s o c i e t y  o f  over  two hundred t r a d e s  and 
p r o f e s s i o n s " .  I t  was o f  course w is h f u l  t h i n k i n g  on 
h i s  p a r t ,  but he thought  t h a t  t h i s  Moloch cou ld be done 
away wi th  e n t i r e l y  through the use o f  commercial  paper .  
E s s e n t i a l l y ,  the  p h y s i o c r a t s  accepted these  ideas about  
money. I t  might  be po i n t e d  out  here  t h a t  they d i s ­
agreed w i t h  Cant i I  Ion,  the o t h e r  Master  they pro fessed
to f o l l o w ,  on two impor tant  monetary q u e s t i o n s .  -----
( I )  G e n t i l  Ion thought  t h a t  a f a v o u r a b l e  balance o f  t r a d e  
would be p u n c t u a l l y  reve rs ed  by a r i s e  in domest ic p r i c e s .  
One o f  h i s  bas ic  premises g ives  support  to t h i s  t h e o r y :
33, Ib id ,, pp. 265^267, Roberta, op, c i t , , pp, 215-217
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he assumed t h a t  t h e r e  was no g r e a t  r e s e r v e  o f  resources  
and t e c h n o l o g i c a l  "know how" ly i n g  i d l e ,  ready to be 
tapped. (The d isappointment  o f  John Law's g r e a t  ex pec t ­
a t i o n s  made him c a u t io u s  on t h i s  m a t t e r ) .  The p h y s io ­
c r a t s  had o t h e r  reasons to doubt t h a t  the i n t e r n a t i o n a l  
t r a n s f e r  o f  p r ec ious  metals  would be r e g u l a t e d  by a 
mechanism t h a t  depends on the q u a n t i t y  o f  money to change 
the p r i c e  l e v e l ,  s ince  they emphasized changes in the  
v e l o c i t y  o f  spec ie  and the a v a i l a b i l i t y  o f  s u b s t i t u t e s .  
And ( 2 )  Cant i l  Ion accepted the m e r c a n t i l i s t  t h e s i s  t h a t  
an i n f l u x  o f  p r ec ious  meta ls  would lower the  i n t e r e s t  
r a t e  and thereby  s t i m u l a t e  commerce and m anuf ac tur es .
Here a ga in ,  as we have ment ioned above,  the p h y s i o c r a t s  
a b s t r a c t e d  away a l l  the r e l e v a n t  f a c t s  w i t h  t h e i r  own 
r e n d i t i o n  o f  3 o i s g u i I  I e b e r t * s " v e l o c i t y  the ory  o f  money".
As did the  p h y s i o c r a t s  end Adam Smith a f t e r  him.  
Bo i s g u i I  I e b e r t  found in c o m p e t i t io n  an e q u i l i b r a t i n g  
mechanism t h a t  would set  e v e r y t h i n g  r i g h t ,  p r o v i d e d  i t  
were a l l ow e d f r e e  sway. ( I )  I t  would s t i m u l a t e
maximum p r o d u c t i v i t y .  (2 )  I t  would s e t t l e  d i s p ut e s  
between contending economic f a c t i o n s ,  o r ,  at  l e a s t ,  to  
the e x t e n t  i t  d i d ,  t h e r e  would be no c a l l  f o r  f a l l i b l e  
human i n t e r v e n t i o n .  And (3 )  i t  would d i s t r i b u t e  
income between th e  d i f f e r e n t  income r e c i p i e n t s  in such 
p r o p o r t io n s  as to  he lp ensure an adequate aggre ga te  
demand f o r  the whole o f  the economic pr odu ct .  I t  should  
be s u f f i c i e n t  f o r  our purposes simply to quote passages
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I l l u s t r a t i n g  t h e  f i r s t  two p o i n t s ,  w i t h o u t  d i r e c t  comment, 
and then we can conclude w i t h  a b r i e f  ex a mi n a t io n  o f  the  
t h i r d  issue .
t l  nJ the  in fancy  and innocence o f  the w o r l d ,
when man was r i c h  in the enjoyment  o f  s imple
needs a l o n e ,  t h e r e  was on ly  employment f o r  t h r e e  
or fo u r  p r o f e s s i o n s ,  as is  the  p r a c t i c e  s t i l l  
in some number o f  n a t i o n s  p o o r l y  endowed by 
na tu re  in r esp ec t  o f  f e r t i l e  lands and 
i n t e I  I e c t .
But today ,  in c o u n t r i e s  where c o n t r a r y  
d i s p o s i t i o n s  have c a r r i e d  opulence and luxury
to an ex treme,  t h e r e  a re  more than two hundred
^ p r o f e s s i o n s j , w i th o u t  coun t ing  those inve nte d  
every day.  *  *  *  *
The two hundred p r o f e s s i o n s  which e n t e r  
today i n t o  the composi t ion o f  a r i c h  and c i v i l ­
i zed  S t a t e ,  beginning w i th  bakers and ending  
w i th  a c t o r s ,  a r e ,  f o r  the most p a r t ,  ranked the  
one a f t e r  the o t h e r  on ly  in res pe ct  o f  luxury;  
but they have no sooner been in t ro d u c e d ,  or  
taken root  in some manner,  than they become a 
p a r t  o f  the substance o f  the  S t a t e ,  and cannot  
be d i s j o i n e d  or  se par a te d  w i th o u t  a l t e r i n g  the  
the whole body. * * * * *
I t  is  necessary then t h a t  commerce con t in ue  
wi th o u t  i n t e r r u p t i o n  and a t  a p r i c e  which is
4é
obi(gafory *  « ^ fhof îs  fo say at a price  
that gives the merchant something above the 
break-even point (hors de perte)# so that he 
con continue his trade et a p r o f i t ;  other-* 
wise I t  Is as though he did not se l l  at a l l ;  
and with his destruction I t  w i l l  be Mke the 
cose of  those grappling vessels (vaisseaux 
accroches)# In which one sets f i r e  to the 
powder of the one# which causes both to 
blow up. *  *  *  ♦
To the extent that things remain In th is  
equilibrium fHe Is re fe rr in g  to a prosperous 
equilibrium established by competition»] 
there la no other means by which one can 
enrich himself# no matter what his status# 
than by surpassing his neighbour In labour 
and a b i l i ty #  not by try ing to deceive him and 
obtain his commodities at a ruinous price# 
but by getting the better  o f  him In s k i l l *
And th is  emulation becomes general 
because of the hopelessness of enriching one*s 
s e l f  otherwise# a l l  the arts  being perfected# 
and opulence Is carr ied  to the highest point  
I t  can a ♦ *
I t  Is# therefore# proportions which create  
a l l  wealth# because t t  Is by th e i r  means alone
S4, M r $ ,  a p .  d t  » .  p p »  403, €04^
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t h a t  exchanges,  and as a consequence commerce,  
can be c a r r i e d  on.  I t  would be r i d i c u l o u s  
to moke a d i s t i n c t i o n  between two e q u a l l y  good 
meals because one had cost  very  much more and 
the o t h e r  very much less ,  and a t  the some t ime  
pre tend  to e s t a b l i s h  a h ig h e r  degree o f  
f e l i c i t y  in t h a t  one f o r  which more had been 
expended. And i t  is  by the d i s t u r b i n g  o f  
t h i s  harmony t h a t  the  1 ,500 m i l l i o n s  o f  income,  
vanished from France s ince  the year  léOO, had 
been l o s t .  The j u s t i c e ,  which must e x i s t  
between two d e a l e r s  who t r a d e  w i th  one a n o t h e r ,  
must extend l i k e w is e  over  the two hundred  
p r o f e s s i o n s  which today are  found in France.
A l l  o f  them have a common i n t e r e s t  to main­
t a i n  i t ,  because from i t  a lone can the y  o b t a i n  
t h e i r  s ub s is te n c e  and main tenance .  I t  must 
not be d i s o r g a n i z e d  in the l e a s t  o f  i t s  p a r t s ,  
t h a t  is to say,  the le as t  impor tant  workman 
( c h e t i f  o u v r i e r )  must not s e l l  a t  a loss ,  f o r  
h i s  d e s t r u c t i o n  l i k e  a contagious f e v e r ,  
c o r r u p t s  the whole.  I t  must e x i s t ,  not on ly  
from man to man, but a ls o  from re g io n  to r e g i o n ,  
from p r o v in c e  to p r o v i n c e ,  from kingdom to 
kingdom, and even from year  to y e a r ,  in a i d i n g  
or f u r n i s h i n g  r e c i p r o c a l l y  t h a t  which they have 
in excess,  and r e c e i v i n g  in countei— exchange the  
th in g s  t h a t  they have in sho r t a ge .  N e v e r t h e l e s s ,
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by ô f r i g h t f u l  c o r r u p t i o n  o f  the hear t#  t h e r e  
is no i n d i v i d u a l  a t  a l l #  a l though he o b t a i n  
h i s  w e l l - b e i n g  from the  maintenance o f  t h i s  
harmony# who does not work from morning to  
evening and use a l l  h i s  e f f o r t s  to r u i n  i t .  
There is not  a s i n g l e  worker  who does not t r y  
wi th  a l l  h i s  power to s e l l  h i s  merchandise f o r  
t h r e e  t imes more than i t  i s  worth# and to  buy 
t h a t  o f  h is  neighbour f o r  t h r e e  t imes less  
than i t  costs to produce i t .  I t  is o n ly  at  
the p o i n t  o f  the sword t h a t  j u s t i c e  is  main­
t a i n e d  in these  enc ounters .  I t  is the  
f u n c t i o n  o f  nature# or  Providence# n e v e r t h e ­
less# to br in g  t h i s  about ;  and as she has 
provided f e e b l e  animals  w i t h  r e t r e a t s  and 
means in o r d e r  t h a t  they may not a l l  become 
prey o f  those which# being s t r o n g e r  or  born 
armed in the same manner# l i v e  by k i l l i n g #  
l i k e w i s e  in the commerce o f  l i f e  she has 
e s t a b l i s h e d  such an o r d e r  t h a t ,  p r ov i de d  she 
is l e f t  a lone  (porvu qu'on l a i s s e  f a i r e ) ,  i t  
is  not in the power o f  the most powerful  to  
buy the products o f  the  most wre tched ,  to  
prevent  the  s a l e  from p r o v i d i n g  the s u b s i s t ­
ence o f  the l a t t e r .  I t  is t h i s  which main­
t a i n s  p r o s p e r i t y ,  to which both are e q u a l l y  
indebted to the sub s is te n c e  p r o p o r t i o n a l  to  
t h e i r  e s t a t e . *  *  *  I t  was s a i d ,  porvu
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qu'on I aî  sse f a \ r e  I a n a t u r e , t h a t  i s ,  t h a t  
she is g iven her  l i b e r t y  and t h a t  one mix 
in t h i s  commerce on ly  in o r d e r  to  pr o v i d e  
p r o t e c t i o n  to a l l  and pre ve nt  v i o l e n c e .
N e v e r t h e l e s s ,  j u s t  the  o p p o s i t e  has been
, 35done.
B o is g u i I  I e b e r t  propounds the  t h e s i s  t h a t  t h a t  
c o s t - c o v e r i n g  d i s t r i b u t i o n  o f  income which is a p p o r t i o n e d  
by u n f e t t e r e d  c o m p e t i t i o n  w i l l  ensure f u l l  employment,  
or  a t  l e a s t  i t  is a necessary c o n d i t i o n  f o r  a prosperous  
e q u i l i b r i u m .  What is more,  t h i s  p r o p o r t i o n a l i t y  o f  
incomes, he reasoned,  must f i n d  i t s  leve l  between each o f  
the two hundred t r a d e s  and p r o f e s s i o n s .  This br in g s  us 
to ment ion the  most o r i g i n a l  c h a r a c t e r i s t i c  o f  h i s  economic
model:  he p e r c e iv e d    indeed,  he f i l i a t e d    what
was to be the basic  idea behind Quesnay's famous tab Ieau 
economi que, th a t  t h e r e  is a genera l  and n e c e s s a r y e q u i -  
l ib r i u m  between the incomes o f  the  v a r i o u s  s e c t o r s .  This  
concept was o f  r e a l  r e l e v a n c e  to one o f  the major  causes  
o f  Fra nce 's  economic s t a g n a t i o n .  I t  gave him t h e o r e t i ­
cal  grounds to argue a g a in s t  the i n i q u i t o u s  r e s t r i c t i o n s  
on the g r a i n  t r a d e ,  c a l c u l a t e d  to ensure the consumer a 
cheap supply o f  food,  which along wi th  a rap ac iou s  tax  
system made i t  impossib le  f o r  tha  fa rmer  to r e a l i z e  c o s t -  
cove r ing  p r i c e s  f o r  extended p r o d u c t i o n  and the reby  
s t i f l e d  a g r i c u l t u r a l  e n t e r p r i s e .  Undoubtedly,  t h i s
35, Robertsf o^. c i t ,. pp. 250^251, Raî re,  oj^ , a i t .. p p .279-280,
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was an e x t re m e ly  impor tant  c o n s i d e r a t i o n  f o r  p o l i c y  at  
a t ime  when a g r i c u l t u r e  produced a g r e a t e r  income than  
any o t h e r  s e c to r  and was the i n d u s t r y  immedia te ly  capab le  
o f  a c h i e v i n g  the  g r e a t e s t  a b s o l u t e  growth.  B o i s g u i l l e -  
be r t  was much more w or r i e d  about d i s r u p t i o n  o f  the i n t r a -  
s e c t o r i a l  e q u i l i b r i u m  o f  incomes than he was over  the  
ovei— saving bogy. He seemed to be o f  the  o p i n i o n  t h a t
ovei— saving would not become a major  t h r e a t  u n t i l  an 
economic downturn had a l r e a d y  begun end people  began to  
have reason to f e e l  insecure about t h e i r  c a p i t a l  and 
f u t u r e  consumption.  The i n i t i a t i n g  push t h a t  u s u a l l y
s t a r t e d  the downturn was a r e d u c t i o n  o f  income, no 
m a t t e r  how smal l  or  temporary ,  caused when any s ec tor  
o f  the  economy was depressed by being de p r i v e d  o f  i t s  
e q u i l i b r i u m  r a t e  o f  p r o f i t .  The s m a l l e s t  f a l l  in income,  
he imagined,  no m a t t e r  where i t  o c c u r r e d ,  was s u f f i c ­
i e n t  to cause a d e v a s t a t i n g  c o n t r a c t i o n  o f  incomes,  
throughout  a l l  the o t h e r  in te rd e pe n de n t  s e c t o r s .  As 
did  the p h y s i o c r a t s  a f t e r  him, he had an exaggera ted  
n o t io n  about the  f o r c e  o f  the m u l t i p l i e r .
At t h i s  p o i n t ,  i t  should o n ly  be necessary to  
giv e  a b r i e f  e x p l a n a t i o n  o f  t h i s  th e o r y  o f  c r i s e s .  I t  
occurs aga in  in a s l i g h t l y  d i f f e r e n t  form in Quesnay's  
t ab  I e a u - a n a l y s i s  and the re b y  was passed on to Say and 
Ricardo who pre sented  i t  in the gu i se  o f  t h e i r  D is p r o -  
p o r t i o n a l i t y  Theory o f  C r i s e s .  B r i e f l y ,  t h i s  theory  
a s s e r t s  t h a t  the  e q u i l i b r i u m  out pu t  o f  any p a r t i c u l a r  
i n d u s t r y ,  in both ph y s ic a l  and v a lu e  terms,  is  r e l a t i v e
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to the  income genera ted  in a l l  o t h e r  s e c t o r s .  This  
must be so f o r  the demand schedules f o r  the commodit ies  
produced by the in d u s t r y  in que st i on  are  d e r i v e d  from 
the income gen era ted  in these  o t h e r  s e c t o r s .  For t h a t  
reason,  c i rcumstances t h a t  depress any s i n g l e  i n d u s t r y ,  
e s p e c i a l l y  a g r i c u l t u r e  in Bo is g u i I  I e b e r t *s and Quesnay's  
f rame o f  r e f e r e n c e ,  must cause a general  f a l l  in the  
demand f o r  commodit ies and a less er  r e p r o d u c t i o n  o f  
c a p i t a l  end income throughout  the  economy. On the  
o t h e r  hand, t h e r e  is no po i n t  in t r y i n g  to f o r c e  the  
growth o f  a s i n g l e  s ec to r  o f  the economy to the  e x t e n t  
t h a t  i t s  output  is  in excess o f  the e q u i l i b r i u m  quant ­
i t y ,  because such investment  w i l l  by the very  n a t u r e
o f  the c i rcumstances  tu r n  out  to be unp ro d uc t i v e  -----
t h a t  is to  say,  c a p i t a l  w i l l  not be reproduced w i t h  a 
p r o f i t .  B o is g u i I  I e b e r t  and the p h y s i o c r a t s  blamed
the m e r c a n t i l i s t s  f o r  pursu ing Just such a s e l f - d e f e a t ­
ing p o l i c y  in fa vo ur  o f  expo r t  manufac tures .
For the  most p a r t ,  the p h y s i o c r a t s  accepted  
Bo isg u i I  I e b e r t ' s ideas on genera l  e q u i l i b r i u m .  They 
d e f i n i t e l y  got t h e i r  ideas on the  m u l t i p l i e r  from him.  
But in one res pe ct  the  In t end ant  o f  Rouen had a more 
complex view o f  the  economy. Whereas the tab  Ieau 
economi que t r a c e d  the  f lo w  o f  income from the  fa rmers  
to the land lords  and manuf ac turers  cons idered  as a 
c o l l e c t i v e  c l a s s .  Bo is g u i I  I e b e r t  was f o r e v e r  t a l k i n g  
about the two hundred t ra d es  and p r o f e s s i o n s  and the  
interdependency t h a t  e x i s t s  between them. That  i s ,
52
he fanc ied  a more ambit ious inp ut -o u tput  model than 
Quesnay. But,  regard less ,  he did not have an a n a l y t ­
ica l  tool  which could handle t h i s  colossal  idea,  end 
so, when he wished to ex p la in  the workings o f  the m u l t i ­
p l i e r ,  he abs t racted  the landlord and actor  out o f  the
economic s t r u c t u r e  -----  the most important  consumer and
the least  important  profess ion -----  and proceeded to
describe an i n i t i a l  reduct ion  of  income rebounding  
between them, destroy ing income at  every step;  he was 
only able to imply by analogy tha t  t h i s  d e s t r u c t io n  o f
income was also occurr ing  at  the same t ime between the
36other  two hundred-odd trades and profess ions.  Yet ,
as we sha l l  see, the diagrammatic method o f  the tab Ieau 
Economi que was hard ly  less awkward than his verbal  
a n a ly s is .  This Is not meant to be censorous o f  a 
t h e o r i s t  who was in many respects ahead o f  h is  t ime ,  but 
i t  is proper to comment on the l i m i t a t i o n s  o f  h is  con­
ceptual  apparatus.
At t h i s  point  i t  might be h e lp fu l  to def ine  the  
phy s ioc ra ts '  p o s i t io n  in the h is t o r y  o f  economic thought.  
F i r s t  o f  a l l ,  fo l l ow ing  Bo i sgu1 I I e b e r t ' s lead,  they  
d i r e c te d  the whole o f  t h e i r  a t t e n t i o n  to th a t  par t  o f  
the economic process tha t  occurs behind the "monetary 
v e i l " .  The agency o f  money, o f  course,  could not be
ignored,  but i t  was considered a completely dependent 
contr ivance inseparably  bound to the m a te r ia l  f a c t s  o f
36, D a ire , op, c i t , ,  pp, 406, 407,
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product ion .  A good example o f  t h i s  kind of  reasoning  
is the theory advanced by Turgot and Adam Smith th a t  
the ra te  o f  i n t e r e s t  is n e g a t i v e ly  c o r r e l a t e d  to the 
accumulated amount o f  Real C a p i t a l .  The phy s ioc ra ts ,  
with t h e i r  companion in arms Adam Smith,  were respons ib le  
more than any o ther  authors fo r  the v i c t o r y  o f  Real 
Analysis over Monetary Analysis  th a t  occurred a t  the end 
of  the e ighteenth  century .  The physiocrats *  bias to ­
wards Real Analysis was c a r r i e d  to such lengths,  much 
f u r t h e r  than by t h e i r  predecessor Boisgui I Ieber t  or t h e i r  
successor Adam Smith, as to completely break wi th  the  
c o n t in u i t y  o f  t h e o r e t i c a l  development.  The very  
economic process was looked upon as the working up o f  
m a ter ia l  s t u f f .  Herein l i e s  the d is t in g u i s h i n g  charactei—
i s t i c  o f  Quesnay's system -----  the unique p r o d u c t i v i t y
doc t r i ne :  the not ion that  the primary i n d u s t r i e s  ( the
most important being a g r i c u l t u r e )  are the only source of  
w e a I th . Since t h i s  doc t r ine  is such an e c c e n t r i c
i n t e r p r e t a t i o n  o f  the product ion o f  income in an agra r ia n
socie ty  ( T he i r  c o n t e m p o r a r i e s  V e r r i ,  G a l l i a n i ,  Gras I in ,
Hume, e tc .  -----  were as astounded by i t  as modern econ­
omists would be) we w i l l  have to devote a good p a r t  o f  
our next chapter  (on t h is  s u b je c t )  to a d e t a i l e d  exam­
ina t io n  o f  the assumptions on which i t  was based and the 
log ica l  consequences th e r e o f .  Cant i l  Ion was the only  
author who can be considered a forerunner  o f  t h i s  doc­
t r i n e ;  we w i l l  consider h is  ideas on the unique pro­
d u c t i v i t y  o f  a g r i c u l t u r e  in the fo l l o w in g  chapter .
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The term "phys iocra t"  is o c c as io n a l ly  used r a t h e r  loosely  
Needless to say, concern f o r  a g r i c u l t u r a l  problems, the  
advocacy o f  a s i n g l e - t a x  on land r e n t ,  the observat ion  
th at  a g r i c u l t u r e  is the main source o f  income in a pre­
i n d u s t r i a l  s o c ie ty ,  the idea th a t  land or God is the  
o r i g i n a l  f a c t o r  o f  product ion ,  et  id genus omne, do not 
make a w r i t e r  a p hys iocra t .  S t r i c t  adherence to the  
p r i n c i p l e  th at  land is the on I y source o f  income is the  
p e c u l i a r i t y  that  makes the physiocrats  stand out from 
t h e i r  predecessors,  successors,  and contemporar ies.
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CHAPTER 2
THE UNIQUE PRODUCTIVITY OF AGRICULTURE
The Phys io cra t i c  School was dominated by the  
pro fundi ty  and person of  i t s  guiding genius Francois Quesnay 
( I 6 9 I - I 7 7 4 ) .  He was one o f  the more notable except ions  
to the general  ru le  that  o r i g i n a l  work in a b s t r ac t  study 
is the province of  comparat ively young men. He devoted  
the g re a te r  par t  o f  his l i f e  to a d is t in g u ish ed  career  
as a medical t h e o r i s t  and j o u r n a l i s t ,  w r i t i n g  t r e a t i s e  on 
continued fevers  and b leeding,  and a h is t o r y  o f  the  
progress of  surgery in France which,  apart  from i t s  
academic mot ive ,  was intended to advance the p ro fess ional  
sta tus of  his c a l l i n g  by d is t in g u i s h i n g  the s k i l l e d  
p ra c t io n e r  from the o rd inary  barber .  In a p p r e c ia t io n  
for  t h i s  se rv ice  to his p ro fess io n ,  he was e le c te d  the  
f i r s t  permanent secretary  o f  the Academy of  Surgery in 
Par is  and the e d i t o r  o f  i t s  j o u r n a l .  He became the  
p r i v a t e  physician to Mme de Pompadour, her understand  
p r o te c t io n  a l lowing the o ld  doctor to indulge his  
passionate i n t e r e s t  in economic research.  Though he 
did not begin his economic systemizing u n t i l  he was over  
s i x t y  years o f  age, there  is a d i s t i n c t  bent through the 
whole of  his i n t e l l e c t u a l  endeavours, s u c c in c t ly
c h a ra c te r iz e d  by the name medical men have given the school
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o f  thought he fo l lowed,  î a t rophys î c a I or ia t romathemat îca I • 
A f t e r  the teachings o f  Giovanni B o r e l l i  ( 1 6 0 8 -1 6 7 9 ) ,  he 
attempted to i n t e r p r e t  the fu n c t io n in g  o f  the body and 
the e f f e c t u a t i o n  o f  remedies by s t a t i s t i c a l  and 
physical  laws -  body heat was expla ined by blood f r i c t i o n  
and the act ions  of  muscles by the laws o f  levers;  blood 
diseases were accounted f o r  as crysta  I i z a t i o n  or  excessive  
local  hydropressure,  hence medicines to d isso lve  the  
c r y s t a l s  end leaches to r e l i e v e  the pressure .  Though 
t h i s  l in e  o f  inqui ry  proved to be u n f r u i t f u l ,  except  
inso fa r  as i t s  proponents acquired a knowledge o f  anatomy 
in the hopes o f  applying t h e i r  mathematical  and dynamic 
p r i n c i p l e s ,  i t s  negat ive  f ind in g s  do not make i t  any 
less s c i e n t i f i c .  What is impor tant ,  Quesnay did not 
have to learn new pa t terns  of  thought to study monetary 
c i r c u l a t i o n  and the e q u i l ib r iu m  of  incomes as taught  
by Cant i l  Ion and Boisgui I  I e b e r t , having worked the  
grea te r  par t  o f  h is l i f e  in a comparable d i s c i p l i n e  th at  
sought to e q u i l i b r a t e  blood pressure between the toes 
and the head.
The impact o f  Quesnay's teaching on economic 
thought owes a good deal to his f a c u l t y  f o r  a t t r a c t i n g  
top- rank d is c i p le s  who expanded his b r i l l i a n t  t h e o r e t i c a l  
s a l l i e s .  R e gr e t ta b ly ,  t h e i r  t h e o r e t i c a l  n i c i t i e s  
suf fe red  by being constra ined to argue economic p o l ic y ;  
t h e i r  comprehensive a n a l y t i c a l  scheme deal ing with
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economic e q u i l i b r i u m ,  exchange v a l u e ,  l abour ,  p o p u l a t i o n ,  
c a p i t a l ,  money, e t c .  appeared o n ly  in d isconnected  
sketches.  Quesnay a p p r e c i a t e d  the  importance o f  
propaganda and f o r  t h a t  reason made an e f f o r t  to  
e n l i s t  popular  l i t e r a r y  men in h i s  Cause. One o f  
h i s  f i r s t  r e c r u i t s  Mermontel ,  the  poet end p l a y w r i g h t  
a dm i t t e d  t h a t  he had only  the f o g g i e s t  n o t io n  o f  t h e  
z i g - z a g  ( t h e  name given the t a b l e a u  économique in Court  
C i r c l e s ) ,  f e i g n i n g  unders tanding because Quesnay's  
appartment  in the e n t r e s o l  o f  Mme de Pompadour brought  
him near the source o f  a l l  f a v o u r i t i s m .  Whether or  
not o t h e r s  made t h i s  same d i s c o v e r y ,  t h i s  s t r a t e g i c  
vantage a t  the c e n t r e  o f  the  i n t e l l e c t u a l  l i f e  o f  
V e r s a i l l e s  in t rodu ce d  Quesnay to h i s  c l o s e t  d i s c i p l e  
V i c t o r  R i q u e t t I ,  Marquis de Mi rabeau ( 17 1 5 - 17 8 ? ) .
I t  is easy to see how Mirabeau f i t t e d  in to  h is  p l a n s .
The Marquis had Just pu b l is h ed  L'Ami des Hommes (175 6)  
which as an immediate popular  success has had no equal  
except  p o s s i b l y  Henry George 's  Progress and P o v e r t y . 
Somehow Mi rabeau had go t te n  h i s  hands on a manuscr ipt  
o f  Cant i l  I on 's  a s - y e t - u n p u b l i s h e d  E s s a i . He descr ibes  
h is  own work as a f r e e  commentary on the I r i s h  b an ke r 's  
book. Sad ly ,  Mirabeau showed l i t t l e  t h e o r e t i c a l  
promise,  missing the g r e a t e r  p a r t  o f  Cant i l  Ion 's  
c l o s e l y - r e a s o n e d  a n a ly s is #  But f o r  Quesnay's immediate  
ambi t ions  Mirabeau was superb c o n v e r t ;  he had at  l eas t
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a s u p e r f i c i a l  awareness t h a t  F r a n c e ' s  economic 
improvement must r e s t  on i t s  a g r i c u l t u r a l  basis  and,  
what was very  d e s i r a b l e ,  he had an e s t a b l i s h e d  r e p u t a t i o n  
as a w r i t e r .  The year  a f t e r  t h e i r  meet ing in 1757,  
Quesnay pub l i sh ed  the tab Ieau Economi que w i t h  a sma I I 
p r i n t i n g  press in the pa lace  grounds a t  V e r s a i l l e s .
Soon a f t e r ,  Mirabeau under the o l d  d o c t o r ' s  Supervision  
added a s i x t h  volume to L'Ami des Hommes which was 
in tended to p o p u l a r i z e  t h i s  new d i s c o v e r y .  Mirabeau  
cont inued  w r i t i n g  under his  M a s t e r ' s  e d i t o r s h i p ,  
producing Theor i e de I ' Impot ( l760 )  and Ph Î Iosoph i e 
Rura I e , in which he e x u b e r a n t l y  compared the  tab Ieau 
economi que wi th  the i n v e n t i o n  o f  w r i t i n g  and money.
Since Mirabeau was o f  somewhat u n d i s c i p l i n e d  and 
impuls ive  s p i r i t ,  we cannot assume t h a t  Quesnay would 
agree w i th  every  d e t a i l  o f  those books. T h e i r  t h e o r e t i c a  
coherence does not measure up to the  best p h y s i o c r a t i c  
l i t e r a t u r e ,  M i r a b e a u 's  e x t r a v a g a n t  l i t e r a r y  s t y l e  being  
too r i c h  f o r  i t s  a u s t e re  s u b j e c t  m a t t e r .  S t i l l ,  the  
a n a l y t i c a l  content  o f  these works is tho roughly  
p h y s i o c r a t i c  and they make impor tant  c o n t r i b u t i o n s  to 
Quesnay's t h e o r e t i c a l  s t r u c t u r e .  I f  any o f  these  
e l a b o r a t i o n s  are  o f  M i r a b e a u 's  own i n v e n t i o n ,  we must 
c r e d i t  him w i th  having become a c o n s i d e r a b l e  t h e o r i s t  
in h is  own r i g h t .  Quesnay's f o l l o w e r s  have o f t e n  been 
accused o f  being s l a v i s h  do ct r  i no i r e s ,  the imputa t ion
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being th a t  anyone who would accept  the unique  
p r o d u c t i v i t y  o f  a g r i c u l t u r e  must not be in f u l l  
possession o f  h is  c r i t i c a l  f a c u l t i e s .  Th is  a t t i t u d e  
might cause one to lose s i g h t  o f  c e r t a i n  impor tant  
f a c t s ,  -  -  -  N e a r l y  every one o f  Quesnay's c l o s e s t  
d i s c i p l e s  ( t h e r e  were a t  l e as t  a h a l f  dozen) brought  
some aspect  o f  h is  theory  to f u r t h e r  p e r f e c t i o n .
Le Trosne d i s p l a y e d  a g r e a t e r  i n t e r e s t  than most o f  
his  c o l le a g ue s  in the u t i l i t y  th e or y  of  exchange v a l u e .
Du Pont l i v e d  long enough to g r a d u a l l y  break away from 
the p h y s i o c r a t i c  preconcept ions  6n the source o f  w e a l t h .  
And, what was probably  the g r e a t e s t  achievement ,  both 
L'Abb*? Baudeau and T u r g o t ,  at  an e a r l y  da te  ( b e f o r e  1770)  
a p p l i e d  Quesnay's theory  o f  f i x e d  c a p i t a l  to manufactures.
The reader  may f e e l  unc omfor tab le  about p l a c i n g  
Turgot  (1 7 2 7 - 1 7 8 1 )  in the  company o f  or thodox p h y s i o c r a t s  
He cons idered  h i m s e l f  a s tudent  o f  V in ce nt  de Gournay 
( l 7 I  2 - 1 7 5 9 ) ,  whom he c r e d i t e d  in h is  E I eqy de Gournay 
w i t h  being the founder  o f  the l a i s s e z  fa  i re  formu l a . *
But Gournay's  c laims to t h i s  honour a re  r a t h e r  weak;
Bo I s g u i I  I e b e r t  had long before  developed most o f  the  
i m p l i c a t i o n s  o f  t h a t  idea ,  and we might  assume t h a t
i. Eugene D a ire , Oeuvres des Turaot (1841 ), p. B66^
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Quesnay's c i r c l e  was in t rodu ce d  to the  n o r m a l i z i n g
i n f l u e n c e  o f  pure c o m p e t i t i o n  by t h i s  e a r l i e r  source#
( I n  the s i x t h  volume o f  L *Ami des Hommes Mirabeau is
a l r e a d y  making r e f e r e n c e s  to t h e  maxims o f  the In t e nd a nt
o f  Rouen.)  In any e v e n t ,  Turgot  d i d  not agree  w i t h
Gournay on the one d o c t r i n e  t h a t  must stand as the
t r u e  c r i t e r i o n  f o r  membership in t h e  p h y s i o c r a t i c  f o l d .
In the same E Ie q y , Turgot  admits t h a t  Gournay b e l i e v e d
2manufactures make a net  a d d i t i o n  to r e a l  w e a l t h ,  
whereas Turgot  h i m s e l f  c o n s i s t e n t l y  argued f o r  the  
unique p r o d u c t i v i t y  o f  a g r i c u l t u r e .  The g r e a t e s t  mass 
o f  his  work is  devoted to  t h i s  t h e o r y ,  s e t t i n g  out  
i t s  premises more c l e a r l y  than any o f  h is  c o l l e a g u e s ,  
i t  i s  imposs ib le  to e v a l u a t e  the  c o n t r i b u t i o n  Gournay 
might  have mode to T u r g o t ' s  independent  views on 
c a p i t a l  -  i f  any -  f o r  he did not g ive  permanent form 
to h is  ideas in th e  w r i t t e n  word.  And so we have no 
reason not to suppose t h a t  Turgot  developed h i s  
d i s t i n c t i v e  views on t h i s  s ub j e c t  from the basic  t h e o r y  
su p pl ie d  by Quesnay. Much has been made o f  T u r g o t ' s  
complaint  about the " s e c t a r i a n  s p i r i t "  o f  Quesnay's  
d i s c i p l e s .  But one should keep in mind t h a t  the bone 
o f  c o n t e n t i o n  was the B o i s g u i I I e b e r t - Q u e s n a y  ovei— saving
3
t h e o r y .  I t  was on t h i s  m a t t e r  and the r e l a t e d  problems
5* Jbidm, pp * 26S—291*
5. Turgot, R eflections on the Formation and D is tr ib u tio n  o f  R iches, 
Ï Ï ,J , Ashley tra n s la tio n . L e tte r  o f  Turgot to Dupont^, March 23, 
1770, p .112.
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o f  c a p i t a l  fo r m a t io n  t h a t  Turgot  developed a body o f  
th e o r y  v a s t l y  d i f f e r e n t  from t h a t  o f  Quesnay -  a 
f o r m u l a t i o n  o f  the s ub je c t  t h a t  is almost  i d e n t i c a l  to 
t h a t  o f  Adam Smi th.  I t  a c t u a l l y  seems to have prepared  
the way, a t  l e as t  in France,  f o r  th e  c l a s s i c a l  ideas on 
c a p i t a l .  For t h a t  reason we w i l l  f i n d  i t  convenient  
to c on s i der  Turgot  one o f  the f i r s t  prophets  o f  
C l a s s i c i s m ,  w i th  some r e s e r v a t i o n s  o f  course ,  and on 
t h a t  basis  compare h i s  work w i t h  Quesnay 's .
Re cent ly  t h e r e  has been a r e v i v e d  i n t e r e s t  in 
the  p h y s i o c r a t s ,  much u n i n h a b i t e d  p r a i s e  being d i r e c t e d  
towards t h e i r  economic model o f  genera l  e q u i l i b r i u m ,  
the t a b l e a u  économique, which is  regarded  by many as 
exemplary o f  pure s c i e n t i f i c  r e a s o n i n g . ^  A good deal  
o f  what the p h y s i o c r a t s  had to say,  p a r t i c u l a r l y  about  
c a p i t a l ,  is r e a d i l y  understood by a modern economist  
and i t s  i n f l u e n c e  on the main st ream o f  economic 
thought is e a s i l y  d e t e c t e d .  Y e t ,  h i s t o r i o g r a p h e r s  
have g e n e r a l l y  been at  a loss to e x p l a i n  the th e o r y  t h a t  
is  the  beg inn ing assumption o f  p h y s i o c r a t i c  a n a l y s i s .
4. Schumpeter says o f  the tableau economioue:
”C leo rly  bearing in  mind the s ta te  o f  a f fa ir s  in  our f i e ld  about 
1750 we re a lis e  th at me fe e l  ourselves nowhere else in  economic 
l i t e r a tu r e  so near to c rea tive  genius as when we regard the conception 
o f  th is  work alone which, as Madame Pompadour c o rre c tly  p red ic ted , 
would appear to most c r i t ic s  as a harmless in te lle c tu a l to y .”
Josepth Schumpeter, Economic D octrine and Method (London, 1954)
p . 106.
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the unique p r o d u c t i v i t y  o f  a g r i c u l t u r e  -  the  n o t io n  
t h a t  a l l  the  n o n - a g r i c u I t u r a I  s e c to r s  o f  th e  economy 
are supported by the income gene ra t ed  by a g r i c u l t u r e .
Rather  than a t tempt  a r e a l  e x p l a n a t i o n  o f  t h i s  d o c t r i n e  
some authors  have dismissed i t  as an i n e x p l i c a b l e  
e c c e n t r i c i t y  or  some s o r t  o f  p o l i t i c a l  s u b t e r f u g e .
But these easy answers a re  not in keeping wi th  the  
i n t e l l e c t u a l  t e no r  o f  men l i k e  Quesnay and T u r g o t .
Though we end up by judging t h i s  d o c t r i n e  h a r s h l y  from 
our own canons o f  t r u t h ,  we must t r y  to i s o l a t e  i t s  
assumptions and f o l l o w  i t s  l i n e  o f  reason.  In some 
sense,  we are  t o l d ,  e v e r y t h i n g  lends i t s e l f  to under­
s t a n d i n g ,  i n c l u d i n g  s i n  and f o l l y .
The one o b t r u s i v e  f a c t  t h a t  overshadows a l l  
o t h e r  c o n s i d e r a t i o n s  in a p r e - i n d u s t r i a  I economy is the  
d i v e r s i o n  o f  a g r e a t  share o f  the economic pr o d u c t ,  
sometimes the la r g e s t  s l i c e ,  to  payments for the  use o f  
a g r i c u l t u r a l  land.  Every p r e - p h y s i o c r a t i c  economist  
whom we have bothered to ment ion up to now has acknowledged  
t h i s ,  at  l ea s t  in a back-handed f a s h i o n ,  f o r  they g e n e r a l l y  
looked on the  l a nd lo r d  as the most impor tant  consumer o f  
goods and s e r v i c e s .  Cant i I  Ion,  and Quesnay a f t e r  him,  
were the f i r s t  to t h i n k  deeply about t h i s  phenomena,  
g i v i n g  r ig o r o u s  t r e a tm e nt  to a body o f  th e o r y  t h a t  
i d e n t i f i e d  the emergence o f  r e n t  and the  c r e a t i o n  o f  
va lue  and income in général  w i th  the  pr o d u c t io n  o f  
a g r i c u l t u r e ' s  p h y s ic a l  s u r p l u s .  Quesnay's s p e c u l a t i o n s
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ore the more in vo lv ed  o f  th e  two.  He made t a x a t i o n  
an a d j u nc t  o f  h is  the ory  o f  va lue  and r e n t ,  whereas  
Cant i l  Ion never got around t o  c o n s i d e r i n g  t a x a t i o n  
in h is  o t h e r w is e  complete economic t r e a t i s e .  Bu t , 
in a d d i t i o n  to t h i s  c o m p l i c a t i o n ,  Quesnay br ings  
in to  c o n s i d e r a t i o n  an e n t i r e l y  incongruous set  o f  f a c t s ,  
t h a t  in r e a l i t y  -  though a p p a r e n t l y  he d id  not r e a l i z e  
i t  -  c o n s t i t u t e d  a complete t h e o r y  o f  r e n t  from the  
demand s ide  o f  the economic e q u a t i o n s .  Our on ly  
p o s s i b l e  course is to consider  these detached l a ye rs  
o f  a n a l y s i s  one at  a t ime ,  and so we w i l l  s t a r t  w i t h  
t h a t  f i l i a t i o n  from Cant i l  Ion and leave the  second
theory  t i l l  the  end o f  the  c h a p t e r .
Cant i I Ion 's  Essa i sur I a Nature  du Commerce
(175 5)  is something more than an o r d i n a r y  t r e a t i s e  on
economic t h e o r y .  I t  was on a t tempt  to l i n k  s o c i a l  and 
economic progress to the pr o d u c t io n  o f  a g r i c u l t u r a l  
s ur p lu s ;  i t s  au thor  essayed the ph ys ic a l  basis o f  
s o c i e t y  w i th  h is  l a n d - l a b o u r  the ory  in much th e  same 
way t h a t  Marx used h i s  labour theory  o f  va lue  to view  
c a p i t a l i s m  from i t s  s o c i o l o g i c a l  b a s i s .  The 
p h i l o s o p h i c  aura is the same. Cant i l  Ion observed t h a t  
the whole development o f  s o c i e t y  -  the number o f  
e n t r e p re n e u r s  and labourers  who can be employed by 
commerce and m an uf a c tu re r s ,  th e  people a c t i v e  in the  
a r t s  and the a f f a i r s  o f  S t a t e ,  e t c :  the " f r e e  hands"
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as S î r  James S t u a r t  c a l l s  them -  is l i m i t e d  by the  
q u a n t i t y  o f  a g r i c u l t u r a l  produce over  and above t h a t  
consumed by the farmers themselves .  D iscussions  
concerning t h i s  a g r i c u l t u r a l  sur p lus  became a s t and ar d  
s ub je c t  in economic t e x t s  unt i  I the m i d - n i n e t e e n t h  
c ent ur y  and, be fore  t h i s ,  s ince the beg inn ing o f  the  
a g r i c u l t u r a l  r e v o l u t i o n ,  economic w r i t e r s  were conscious  
o f  the  meaning a g r i c u l t u r a l  improvement would have f o r  
the f u t u r e .  But f o r  Cant i l  Ion the very economic process  
was viewed as the pr odu ct ion  (Quesnay used the  word 
" r é g é n é r â t ion" )and  working up o f  a g r i c u l t u r e ' s  net  
m a t e r i a l  p r odu ct .  B r i e f l y ,  t h i s  is the o u t l i n e  o f  
Cant i l  Io n ' s  a n a l y t i c a l  scheme -  The q u a n t i t y  o f  land 
t h a t  is needed to  support  a s i n g l e  person is dependent  
on the s t a t e  o f  technology and the s tandard o f  
consumption,  i . e . ,  these are  the f a c t o r s  t h a t  must l i m i t  
the growth o f  p o p u l a t i o n ,  f o r  "Men m u l t i p l y  l i k e  Mice  
in a barn i f  they have u n l i m i t e d  Means o f  Su bs is te nc e "^ .  
When he examined v a l u e .  Cant i l  Ion u s u a l l y  thought  in 
terms o f  normal p r i c e ,  bareley l i n k i n g  i t  w i th  the  problem 
o f  market p r i c e .  Fo l lowin g  P e t t y ' s  example,  he reduced  
a l l  va lues  to labour and land costs^ and, adding a t w i s t
5. Essai, P art I ,  Ch, X7. We w i l l  revi&o th is  theory o f  population  
in  Chapter IX , below.
6 . Essai, P art I .  Ch. X.
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o f  h i s  own, he reduced the  former to the l a t t e r  by 
reckoning the q u a n t i t y  o f  land r e q u i r e d  to support  
d i f f e r e n t  c l asses  o f  l a b o u r e r s .^  Such was h is  accoun­
tancy o f  exchange v a l u e .  And, a p p l y i n g  t h i s  Land Cost  
Theory o f  va lue  to the  c i r c u l a t i o n  o f  Income and 
commodit ies,  he says : "The p r o p r i e t o r  has u s u a l l y
one t h i r d  the  produce o f  h is  land ..........  the  fa rmer
two t h i r d s  • • • • •  (and so) i f  we examine the means by 
which an i n h a b i t a n t  is suppor ted,  i t  w i l l  be found in 
t r a c i n g  i t  back to i t s  source,  t h a t  I t  a r i s e s  from the  
land o f  the p r o p r i e t o r ,  e i t h e r  from the  two t h i r d s  
t h a t  accrue to the farmer  or  the one t h i r d  t h a t
g
remains w i t h  the l a n d - l o r d "  . In h is  famous d i sc us s io n  
of  the t h r e e  r e n t s ,  he f i g u r e s  t h a t  the g r e a t e s t  p a r t  
of  the  goods consumed by the  farmers  is the  product  o f  
t h e i r  own labour (which they may to some e x t e n t  b a r t e r  
amongst t h e m s e lv e s ) ,  and so, in the  main,  the  f r e e - h a n d s
Q
are  supported by the net r e n t  a lone# This seems to
be the p h y s i o c r a t s *  assumption in those Ins tances  in 
which they say these f re e - h a n d s  are  supported by the  
produ i t net  a lo n e ,  though the t a b l e a u  économique was 
more r e a l i s t i c  in t h a t  i t  shows manufac tures d e r i v e  ' 
p a r t  o f  t h e i r  income from sa l es  to the  f a rm e r s .
7. E ssa i. P a r t . J. Ch. X I I .
8 . Essai. P art I ,  Ch. X I I .
9 . Essai. P a rt I ,  Ch. X I I I .
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When he a c t u a l l y  gets down to cases and t r i e s  
to f o l l o w  the c i r c u l a t i o n  o f  commodi t ies .  Cant I I I on abandons 
his  e v a l u a t i o n  In terms o f  "acres  o f  lend" and accepts  
exchange va l ue  as the measure o f  farm Income. And so 
we a re  l e f t  w i t h  the odd a s s e r t i o n  t h a t  a l l  incomes,  
expressed in monetary v a l u e s ,  can be t r a c e d  back to  
form income. The P h y s i o c r a t s *  own theor y  o f  v a l u e  is 
an e l a b o r a t i o n  o f  t h i s  s u g g e s t i o n . * ^  What is r e a l l y  
in vo lv ed  (end I t  is d e f i n i t e l y  an e r r o r )  i s  the  
i d e n t i f i c a t i o n  o f  v a lu e  product  w i t h  p h y s i c a l  p r o d u c t .
As Schumpeter says o f  Quesnay, "His s t a r t i n g  p o i n t  was 
phy s ic a l  p r o d u c t i v i t y ,  t h a t  is the ' c r e a t i o n *  o f  s t u f f  
and not o f  v a l u e s .  He took i t  f o r  gr ant ed  t h a t  the  
f a c t  o f  ph y s i c a l  p r o d u c t i v i t y  im p l i e d  v a l u e  p r o d u c t i v i t y ,  
and he s h i f t e d  in mid -s t ream from one to th e  o t h e r " .  *
To be more e x a c t ,  the  p h y s i o c r a t s ,  l i k e  Cont i  I Ion,  
assumed t h a t  agr Icu11  ure * s ph y s ic a l  product  would 
command a value product  e x a c t l y  equal to the  incomes o f
10 . In c id e n tly , those who are in terested  in  the influence  
C an tillo n  had on the physiocrats should corapare h is  Essai w ith  
H r  got ' 3  R eflections sur l a  Formation et D is tr ib u tio n  des Richesses. 
(1770 ). In  p a r t ic u la r , compare th e ir  theories o f  value, c a p ita l,  
in te res t and social evolution , Ihe castt o f  Turgot ^s work bears 
C antillon^s f in g e rp rin ts  as c e rta in ly  as one can id e n t ify  s p e c if ic a lly  
M arxist or Keynesian ideas idien encountered in an unknown author.
Both Mirabeau and Gbumay §ave enthusiastic p ra ise  fo r  the Essai some 
tiTne before i t  was f in a l l y  published in  1755, and so i t  is  tiard ly  
l i k e ly  that any o f  the physiocrats could have remained uninfluenced  
by th is  great th e o r is t .
l i é  Josepth Schumpeter. H is to ry  o f Economic A nalysis, p ♦ 238.
67
a l l  o t h e r  s e c t o r s ,  a n d  i n  f a c t  t h e s e  s e c t o r s  o b t a i n e d  
t h e i r  i n c o m e  b y  m e a n s  o f  s a l e s  t o  a g r i c u l t u r e *
F o r  t h e  p u r p o s e  o f  f o l l o w i n g  t h e  p h y s i o c r a t s *  
o w n  a r g u m e n t ,  w e  m i g h t  f o r  t h e  m o m e n t  a c c e p t  t h i s  
a s s e r t e d  e q u a l i t y  b e t w e e n  a g r i c u l t u r e ' s  p h y s i c a l  a n d  
v a l u e  p r o d u c t .  W e  a r e  s t i l l  l e f t  w i t h  a n  u n a n s w e r e d  
q u e s t i o n  -  " H o w  w e r e  g o o d s  a n d  s e r v i c e s  w h i c h  a r e  
s e v e r a l  s t e p s  r e m o v e d  f r o m  t h e  s o u r c e  o f  w e a l t h  t o  
e m b o d y  t h e  p r i m a r y  v a l u e s  p r o d u c e d  i n  t h e  a g r i c u l t u r a l  
s e c t o r  ? "  T h e  a n s w e r  i s  s i m p l e .  T h e i r  v a l u e ,  
t h e  p h y s i o c r a t s  r e a s o n e d ,  i s  t h e  s u m  o f  p r i m a r y  c o m m o d i t y  
v a l u e s  u s e d  u p  i n  t h e i r  p r o d u c t i o n .  T h e  p h y s i o c r a t ' s  
r e a s o n i n g  i s  e x a c t l y  a n a l o g o u s  t o  t h a t  o f  t h e  l a b o u r - c o s t  
t h e o r i s t s ,  e x c e p t  l a b o u r  c o s t s  t h e m s e l v e s  v / e r e  r e d u c e d  
t o  t h e  v a l u e  o f  p r i m a r y  c o m m o d i t i e s  c o n s u m e d  i n  t h e  
p r o c e s s  o f  p r o d u c t i o n .  V / e  w i l l  q u o t e  M e r c i e r  d e  R i v i e r e  
t o  r e p r e s e n t  t h e  p h y s i o c r a t s *  t h o u g h t s  o n  t h i s  m a t t e r .
( H i s  n u m e r i c a l  e x a m p l e  i s  m o r e  e x p l i c i t  t h a n  t h a t  g i v e n
I 2
b y  Q u e s n a y  h i m s e l f . )  -
L^industrie est c réa trice  des formes, et ces formes, 
ces formes ont le u r u t i l i f ê .  C^est en raison de cette  
u t i l i f e  que ce lu i qui veut jo u ir  de ces formes nouvelles, 
que l 'in d u strie  donne aux mati'kres premières, d o it l'id e rm is e r  
de toutes ses dépenses, de toutes ses consommations, et 
en consequence consent a cette  addition dec
12, For Quesnay's discussion o f th is  subject see, D aire , 
Physiocrates (P aris , 1848), pp, 188-189,
€2
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plusieurs valeurs pour n'en plus composer qu'une 
seule, qui devient a insi le  p r ix  nécessaire de 
l'ouvrage q u 'i l  veut acheter. Le terme d 'addition  
pe in t très  bien la  maniéré dont se forme le  p r ix  
des ouvrages de main-d'ouvre: ce p r ix  n 'es t qu'un
to ta l de plusieurs valeurs consommées et additionnées 
ensemble; or, addition r i 'est pas m u lt ip lie r , 13,
Hîs numerical  example ;
Ibi tisserend achète pour 150 francs de subsistences, 
de v)fJStements, et pour 50 francs de l in  q u 'i l  vous 
revendra en to i le  200 francs, somme equal a c e lle  de la  
dépense. Cet ouvrier d it-o n , quadriple a in s i la  valeur 
première du l in ;  point du to u t; i l  ne f a i t  que jo indre  
h cette  valeur première une valeur étrangère, qui est c e lle  
de tout les  choses q u 'i l  a consommées net essor i einent.
Ces deux valeurs a in s i cumulées forment a lo rs , non la  
valeur du l i n ,  car i l  n 'e x is te  p lus, mais ce que nous 
pouvons nommer le p rix  nécessaire de la  t o i le ,  p r ix  
qui, par ce moyen, reprisen t; 1 , la  valeur de 50 
francs en l in ;  2, c e lle  de 150 francs en autres  
productions consummées, 14,
Thus, according fo R i v i e r e ,  the value of  a manufactured  
a r t i c l e  is simply the composite o f  p r e - e x i s t i n g  raw 
m a t e r ia l  va lues.  The economic s e r v i c e  performed by 
the manufacturers (and o ther  " s t e r i l e "  labourers )  does 
not ,  so R i v i e r e  propounds, represent  a c r e a t i o n  of  
va lues ,  though he does admit t h a t  they c re a te
13, Ib id , ,  p , 599,
14, Ib id , t p , 598,
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new forms and u t i l i t i e s .  As Quesnay h i m s e l f
phrases i t /  the labour o f  a r t i s a n s  n ' e s t  que c o n s e r v a t i o n  
15de r i c h e s . Hen cef or th  we w i l l  r e f e r  to these  no t io ns
as the  Pr imary  Commodity Cost Theory o f  V a l u e /  o r  s imply  
the p h y s i o c r a t s *  theory  o f  v a l u e .  In every o r d i n a r y  
sense/  t h i s  does c o n s t i t u t e  a th e or y  o f  v a l u e .  F i r s t  
o f  a l l /  i t  pre tended to  f i n d  in the  c ircumstances o f  
a g r i c u l t u r a l  p r od uc t i on  th e  g e n e t i c  cause t h a t  d r i v e s  
the economic machine.  And secondly i t  was thought  
t h a t  exchange v a l u e /  or  a t  l eas t  normal p r i c e s /  could  
be u l t i m a t e l y  reduced to the va lue  f i r s t  embodied in  
a g r i c u l t u r a l  produce.  These preconcept ions  were 
f o r m a l i z e d  by t h a t  scheme o f  c i r c u l a t i o n  depected by the  
t a b l e a u  économique/ in which the  whole income o f  th e  
man ufa ctu r in g  s e c to r  was d e r i v e d  from sa le s  to  e i t h e r  
the farmers or  land lords  end a l l  manuf ac tur in g  costs  
were i n c u r r e d  in the farming s e c t o r .
The e r r o r  o f  t h i s  the ory  of  va lue  and c i r c u l a t i o n  
should have been obvious enough/ though i t  seems to 
have been missed by most o f  the p h y s i o c r a t s *  contemporary  
c r i t i c s  -  -  -  This l i n e  o f  reason breaks down co m pl e te ly  
once one admits t h a t  the exchange va lue  o f  an i n d i v i d u a l  
manufactured commodity may embody costs o f  goods purchased  
w i t h i n  the m anuf ac tur in g  s e c t o r .  For a f t e r a l l ,
-Z5. Ib id , . p, 191*
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t r a n s a c t i o n s  w i t h i n  t h i s  s e c to r  form incomes j u s t  as 
c e r t a i n l y  as do i n t r a - s e c t o r i a I  t r a n s a c t i o n s  w i t h  
a g r i c u l t u r e .  However,  f o r  those who have become 
accustomed to t h i n k i n g  in terms o f  s e l f - c o n t a i n e d  
economic models in which a I I but perhaps ten  per  cent  
o f  the income is produced by t r a n s a c t i o n s  w i t h i n  the  
commercial  and manufac tur ing  s e c t o r s ,  i t  should be 
p o i n t e d  out (as p e r t a i n i n g  to the h i s t o r i c a l  
r e l a t i v i t y  o f  p r e c o n c e p t i o n s )  t h a t  t h i s  was not so 
obvious when a g r i c u l t u r e  in r e a l i t y  produced the g r e a t e r  
p a r t  o f  most n a t i o n a l  incomes.
The p h y s i o c r a t s  d id  not admit  these o b j e c t i o n s .  
For them, ( a l l o w  us to rep ea t  once more) the economic 
process began w i th  t h e  p r od uc t i on  o f  a g r i c u l t u r e ' s  
p h y s ic a l  s u r p l u s ,  which a lone is a l lowed to r e p r e s e n t  
a net  c r e a t i o n  o f  v a l u e s .
Our c r i t i c i s m  o f  these assumptions br ing s  us to  
another  problem t h a t  is an a d j u nc t  to  the same body o f  
theory  — the p h y s i o c r a t s '  t heo ry  o f  re n t  which i d e n t i f i e d
16* I t  was an inadmissible question to ash, ^Which individual^^^^^^  
is  the u ltim ate  source o f  income ?" The crea tion , destruction , and 
c irc u la tio n  o f  income is  a  continuous process t?iat occurs in  a l l  
sectors simultaneously. I t  is  nonsense to  trace a quantity  o f  value 
through a number o f transactions to a p a r t ic u la r  s e c to ria l 
fo r  a l l  income, considered as a flo w , may a t  one time or another pass 
through any s ing le  sector on the same p r in c ip le  th at "A bad penny 
always turns up*" fIncome being considered a flo w  o f goods going in  
in  one d ire c tio n  uhioh is  evaluated in  terms o f  monetary values going 
the opposite way)* For th a t reason, one must examine the net form ation  
o f  income in  each sector during a d e f in ite  period o f  time* Otherwise 
one might ju s t as w ell trace the flow  o f  a l l  incoms to the manufacturing 
sector, instead o f  to a g ric u ltu re , üccà did  the physiocrats*
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i t s  emergence w i th  the p r od uc t i on  o f  the seme a g r i c u l t u r a l  
s u r p l u s .  A few b r i e f  q u o t a t i o n s  from Turgot  can
i l l u s t r a t e  t h i s  the ory  (he develops i t  more c o n c i s e l y  than  
h i s  c o l l e a g u e s ) .  "The Husbandmen", w r i t e s  Tu rg o t ,  " i s  
the f i r s t  mover in the c i r c u l a t i o n  o f  labours *  *  *  *
What h i s  labour causes the land to produce beyond h is  
personal  wants is the only  fund f o r  the wages which a l l  
the  o t h e r  members o f  s o c i e t y  r e c e i v e  in exchange f o r  t h e i r  
labour  *  *  *  As soon as the Labour o f  the Husbandman 
produces more than he wants,  he can,  w i th  the  s u p e r f l u i t y  
t h a t  na t u r e  accords him as a pure g i f t ,  over  and above the  
wages o f  h i s  t o i l ,  buy the labour o f  the o t h e r  members o f  
s o c i e t y  *  *  *  He is t h e r e f o r e ,  the  so le  source o f  r i c h e s ,  
which by the c i r c u l a t i o n ,  animates a i l  the labours o f  
s o c i e t y  *  *  And, a few s e c t i o n s  l a t e r ,  he assoc­
i a t e s  the  e x i s t e n c e  o f  ren t  w i th  t h i s  bene f ic en ce  o f  na tu re  
" t h a t  independent  and d i s p os a b le  p a r t  which the lend gives  
as a pure g i f t  to him who c u l t i v a t e s  i t ,  over  and above 
h i s  advances and the wages o f  h i s  t r o u b l e  ( p e i n s ) ;  (and 
t h i s )  is the p o r t i o n  o f  the P r o p r i e t o r ,  or  the revenue  
( revenu or  produ i t  n e t ) " .  Now, i t  would o f  course be 
ask ing  too much o f  the reader  to  expect  him to get  the  
f e e l i n g  f o r  a system o f  thought  from the few q u o t a t io n s  
we can o f f e r  he r e ,  but i t  i s ,  I b e l i e v e ,  q u i t e  obvious when 
these s e l e c t i o n s  are  read in t h e i r  c o n t e x t ,  t h a t  when 
Turgot  a t t r i b u t e s  r en t  to a " g i f t  o f  n a t u r e " ,  he has in
17, Turgot, R eflections on the Formation and D is tr ib u tio n  o f  Riches 
W,J, Ashley tra n s la tio n , pp. 7-P.
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mind a net  phy s ic a l  product  -----  so to speak,  t h a t  heap o f
g r a i n  t h a t  Is l e f t  over  a f t e r  the husbandman's bread f o r
the f o l l o w i n g  year  has been prov ide d  f o r  -----  and he a t
once I d e n t i f i e s  the  income d e r i v e d  from i t s  s a l e  w i t h  the  
c i r c u l a t i o n  t h a t  "animates e l l  the labours o f  s o c i e t y " .
S t r i c t l y  speak ing,  the p h y s i o c r a t s  d id  not u s u a l l y ,  
as d id Turgot  above,  equate the net  r e n t ,  the  pr od u Î t  n e t , 
w i th  the net  a g r i c u l t u r a l  s u r p l u s .  As we have ment ioned  
b e f o r e ,  in the c i r c u l a t i o n  o f  income d e p ic te d  by the  
tab  Ie a u , p a r t  o f  the exchange va lue  d e r i v e d  from the s a l e  
o f  the  a g r i c u l t u r a l  surp lus  was r e t a i n e d  by the fa rmers  as 
a r e t u r n  on t h e i r  c a p i t a l  and used to purchase manufac tured  
commodi t ies.  Even so, reason ing  by analogy from the  
commonplace f a c t  t h a t  a phys ica l  sur p lu s  must be produced  
f o r  r e n t  to emerge, the p h y s i o c r a t s  u s u a l l y  ( w i t h  impor tant  
e xc ep t i on s  which we s h a l l  cons ider  f a t e r )  took i t  f o r  
granted  t h a t  r e n t  w i l l  increase  w i th  the growth o f  a g r i ­
c u l t u r e ' s  p h y s ic a l  s ur p l u s .  O b v i o u s l y ,  t h i s  a s s o c i a t i o n  
o f  r e n t  w i th  phy s ic a l  product  Iveness cannot stand up to a 
r e t r o s p e c t i v e  h i s t o r i c a l  exa min at i on  o f  the m a t t e r .  In 
most t e c h n o l o g i c a l  advanced n a t i o n s ,  the a g r i c u l t u r a l  
surplus  has g r e a t l y  increased  s in ce  T u r g o t ' s  t i m e ,  and i t  
i s  p r e c i s e l y  f o r  t h a t  reason t h a t  r e n t s  have gone down.
At t h i s  p o i n t  we should arm o u r s e l v e s  w i th  a
t h e o r e t i c a l  a p p r a i s a l  o f  t h i s  h i s t o r i c a l  change in the
18d i s t r i b u t i o n  o f  income; we w i l l  have more than one
18, Ih is  ia  a l l  the more necessary because a g ric u ltu ra l ground ren t 
has become such an in s ig n ific a n t e n tity  in  the economic s tru ctu re  o f  
some technolog ica lly  advanced nations as to  be hard ly ever discussed, 
even in  elementary te x t books, w ith the re s u lt  th at some economists 
lapse into R icardian theory uhen they have occasion to bring the 
subject to mind.
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occas ion to r e f e r  to t h i s  i s s u e ,   For our  purposes we
s h a l l  d e f i n e  a g r i c u l t u r a l  lend r e n t  (o r  f o r  t h a t  m a t t e r  the  
economic r e n t  o f  any o t h e r  f a c t o r  o f  p r o d u c t i o n )  as a pay­
ment in excess o f  t h a t  r e q u i r e d  to c a l l  f o r t h  the  r e q u i s i t e  
supply .  A l l  t h a t  is  necessary to e x p l a i n  i t s  e x i s t e n c e  
is  l a nd 's  s c a r c i t y  and pr od uc t i ve ne ss  in res p e c t  o f  va I ue 
product  when used in combinat ion w i th  o t h e r  p r o d u c t i v e  
f a c t o r s .  When the combined supply p r i c e  o f  a l l  o t h e r  
f a c t o r s  o f  p r odu ct ion  -----  c a p i t a l ,  l abour ,  and e n t r e ­
p r e n e u r i a l  t a l e n t  -----  is less than the  va lue  product  o f
these f a c t o r s  plus land,  c o m p e t i t i o n  amongst e n t r e p r e n e u r s  
w i l l  g ive  the surp lus  to owners o f  land.  Only in cases  
where land has an a l t e r n a t i v e  use can the l a nd lo rd s  demand 
a minimum supply p r i c e  in excess o f  the  e q u i l i b r i u m  lev e l  
which would be e s t a b l i s h e d  by i t s  a g r i c u l t u r a l  employment.  
A l t e r n a t i v e  uses w i l l ,  by w i t h h o l d i n g  land from t h i s  
employment,  tend to m a i n t a i n  the r e l a t i v e  s c a r c i t y  o f  a g r i ­
c u l t u r a l  commodit ies and the reby  support  any r e n t a l  d i f f e r ­
e n t i a l  between the combined supply p r i c e  o f  p r o d u c t i v e  
f a c t o r s  o t h e r  than land and the v a lu e  product  o f  a g r i ­
c u l t u r e .  Moreover ,  looking at  t h i s  problem in a dynamic
c o n t e x t ,  the cont inued  e x i s t e n c e  o f  r e n t  depends upon 
e l a s t i c i t i e s  o f  demand t h a t  a f f o r d  high p r i c e s  in the face  
o f  in c r e a s in g  p r o d u c t i v i t y .  The main t h i n g  we wish to
p o i n t  out by t h i s  d i g r e s s i o n  is s imply t h a t ,  g iven the  
s c a r c i t y  o f  lancf / t^e c u r r e n t  s t a t e  o f  tech nol ogy ,  consumer  
demand is the main v a r i a b l e  t h a t  a f f e c t s  the leve l  o f
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r e n t s .  T h e r e f o r e ,  the  high r e n t s  t h a t  p r e v a i l e d  in pre ­
i n d u s t r i a l  economies can be accounted f o r  by the f a c t  t h a t  
the i n f e r i o r  prod uc t i v e ne s s  o f  technology  had not begun to 
s a t u r a t e  the demand f o r  a g r i c u l t u r a l  commodi t ies ,  and f o r  
t h a t  reason the p r i c e s  f o r  these commodit ies were high  
enough to a f f o r d  a c o m p a r a t i v e l y  large r e n t a l  d i f f e r e n t i a l  
between the combined supply p r i c e  o f  p r o d u c t i v e  f a c t o r s  
o t h e r  than land and the v a lu e  product  o f  a g r i c u l t u r e .
A l i t t l e  r e f l e c t i o n  on these c o n s i d e r a t i o n s  is 
s u f f i c i e n t  to make one r e a l i z e  t h a t  the c e l e b r a t e d  West -  
Ricardo t h e o r y ,  which hoped to e x p l a i n  net  r e n t  by decreas­
ing r e t u r n s  ( i m p l y i n g  t h a t  i f  t h e r e  were no e x t e r n a l  margin  
t h e r e  would be no r e n t )  was a c om ple te ly  inadequate  s o l u t i o n
o f  the  problem.  The read er  should be impressed w i th  the
I Û
completeness o f  R i c a r d o ' s  f a i l u r e .  Throughout the  hey­
day o f  the landed c l a s s ,  no one succeeded in p o p u l a r i z i n g  
a g e n e r a l l y  v a l i d  theor y  o f  r e n t  ( i . e .  v a l i d  accord ing  to  
our own s tandards  o f  c r i t i c i s m  o u t l i n e d  abov e) .  But 
t h a t  is not to say t h a t  demand c o n s i d e r a t i o n s  went com­
p l e t e l y  un no t ic ed .  R i c a r d o ' s  opponent on the s u b je c t  o f  
r e n t  Ma I thus p r o f f e r e d  a th e o r y  t h a t  s t r e s s e d  t h i s  s i d e  o f  
the  economic e q u a t i o n s .  And, what is impor tant  f o r  our
t h e s i s :  he a p p a r e n t l y  got h is  ideas from a most unexpected
source -----  Quesnay's many-sided s p e c u l a t i o n s  on t h i s  same
s u b j e c t .  S t range  as i t  may seem, these  d i s c o r d a n t  
comments on r e n t  made Quesnay h is  own best  c r i t i c .  But
19, Schumpeter gives a s tra ig h t forward Judgement on th is  m atter:
"As has been s ta t& i we need nothing beyond the productiveness and the 
s c a rc ity  o f  land to explain why there is  such a th ing  as re n t , N either  
the fa c ts  to be explained nor the explaining fa c ts  have anything to do w ith
decreasing Schumpeter, H is tory  o f  Economic Analysis
(New York, 1954i), p ,S65,
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f i r s t /  be f o r e  e x p l o r i n g  t h i s  m a t t e r ,  we had best  complete  
our e xa mi na t io n  o f  the more usual  p h y s i o c r a t i c  f rame o f  
r e f e r e n c e .
Having made our  c r i t i c i s m  o f  the p h y s i o c r a t s '  
t heo ry  o f  va l ue  and c i r c u l a t i o n ,  i t  might  be w o r th w h i l e  
to t r y  to recount  the  s p e c i a l  h i s t o r i c a l  c i rcumstances  
t h a t  might  in some measure account f o r  t h i s  p e c u l i a r  view 
o f  th e  economic process.  To begin w i t h ,  one must 
c o n s id e r  t h a t  the s t r u c t u r e  o f  a p r e - i n d u s t r i a l  economy 
a c t u a l l y  suggests t h a t  a g r i c u l t u r e  is  the pr ime-mover  o f  
the  economic machine.  This  impression is e s p e c i a l l y  
pronounced when one s t r e s s e s ,  as d i d  the p h y s i o c r a t s ,  the  
r e l a t i v e l y  g r e a t  q u a n t i t y  o f  aggre ga te  demand genera ted  
by the r e p r o d u c t i o n  o f  t h i s  s e c t o r .  The g r e a t e s t  bulk  
and v a l ue  o f  both consumer and producer  goods in such a 
s o c i e t y  is s l i g h t l y  processed a g r i c u l t u r a l  produce,  and 
so the out pu t  o f  these commodit ies is an approx imate  index 
o f  the  economic pro duct .  Any cause t h a t  a d v e r s e ly  
a f f e c t s  a g r i c u l t u r e  would have immediate r e p e r c u s s Î ons 
throughout  the whole economy. As Pr ofe ss or  Labrousse
has p o i n t e d  o u t ,  a mere u n d e r - p r o d u c t io n  o f  a g r i c u l t u r a l  
raw m a t e r i a l s ,  e i t h e r  as the r e s u l t  o f  exogenous i n f l u e n c e s  
l i k e  the  weather  or  causes indigenous to the  economic
process i t s e l f ,  would n e c e s s a r i l y  e f f e c t  a genera l  con-
20t r a c t i o n  o f  economic a c t i v i t y .  Most manuf ac tur er s
were dependent on an abundance o f  p ro d uc e rs '  goods o f  the  
s o r t  s u p p l i e d  by a g r i c u l t u r e  -----  the c l o t h i e r s  upon wool .
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the v i n t n e r s  upon grapes,  and the m i l l e r s  upon g r a i n  -----
the most impor tant  producer  or  consumer good, accord ing to
how one chooses to c l a s s i f y  i t ,  being f o o d s t u f f s . A
lesser  produc t ion  o f  these a g r ic u l t u r a l  commodi t ies ,  the
p h y s i o c r a t s  reasoned,  must be a bas ic  f e a t u r e  o f  any
depress ion ,  occas i on in g  a genera l  d e s t r u c t i o n  o f  va lues
throughout  the economy, a v e r i t a b l e  d r y i n g -u p  o f  the source  
2 1o f  income. I t  was w i th  t h i s  knowledge in mind t h a t
the p h y s io c r a ts  d e f i n e d  economic a c t i v i t y  in terms o f  the  
product ion  and working up o f  pr imary  commodi t ies.  Though,  
c e r t a i n l y ,  they a b s t r a c t e d  away some basic t r u t h s ,  t h e i r  
preconcept ions  brought to the  s u r f a c e  o f  t h e o r e t i c a l
consciousness -----  a d m i t t e d l y ,  in a gr os s ly  ex agg era ted
guise -----  some o f  the main f e a t u r e s  o f  a p r e - i n d u s t r i a l
economy.
SO, Professor Labrousse shows that the rnost c h a ra c te ris tic  c r is is  
o f  a p re -in d u s tr ia l economy is  in it ia te d  by a g ric u ltu ra l under-production. 
N early every d e ta il o f  h is  theory o f  p re -in d u s tr ia l c ris e s , and something 
more besides, was e x p lic it ly  presented, or a t  le a s t im p lic it ,  in  Qyesnay^s 
tableaur-analusis, Zaboirsse's superb s ta t is t ic a l  analysis would tend
to confirm much o f the physiocrats^ th e o re tica l speculations concerning 
the nature o f  economic decline that begins in  the a g ric u ltu ra l sector, 
Labrousse says concerning the under-production c rise s :
"la  crise  des sous-production ag ric o le  entrafne une sous— 
consummation de produite in d u s trie ls  et declenche l a  c rise  de sur­
production in d u s tr ie lle  r e la t iv e . Nee dans la  campagne, l a  crise  gagne 
l a  v i l l e ,  la  mmufacture ♦ * *
"La condition de l*o u v r ie r  des v i l le s  apparait p ire  que c e lle  
Jo urna lie r: car le  chômage est p ire ,  et l a  m o b ilité  du taux du s a la ire
trè s  supérieure. En n&ne temps le  p r ix  du pain  progress; de 50%, de 
100%, comme dans le  compagnes! La reduction du pouvoir d*achat des 
v i l le s  contribue de son cote a rédu ire  l a  consommation des produit in d u s tr ie ls . 
La c rise  nourit la  c r is e . Tout le  commerce urbain souffre  *  *  *  "
C.F, Labrousse, Xa Crise de 1 ^Economie Français a la^ F in  de 1 ^Ancien Regime
( % r ia ,  1944) pp. 17S-17S.
21, Ih is  would adso, they speculated, re s u lt  in  a  d isproportio n a lly  
small reproduction o f  a g r ic u ltu ra l income r e la t iv e  to the income o f  other 
sectors, and thereby, according to that theory they inherited  from Bois— 
g u ille b e r t , would occasion a progressive destruction  o f  income throughout 
the economy.
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Notwî t h s f a n d î ng a l l  the st range ideas t h a t  might  
be l o g i c a l l y  deduced from the Pr imary Commodity Theory of  
Value,  the phys ioc ra ts  d id not a l l ow  i t  to impose i n h i b i t i o n s  
on t h e i r  app ra is a l  o f  the f a c t s  o f  p roduct ion .  T h e i r  exam­
i n a t i o n  o f  c a p i t a l  is a case in p o i n t .  Though Quesnay' s 
fol lowers a p p l i e d  h is  theory o f  c a p i t a l  to indust ry  at  an 
e a r l y  date (Turgot  in h is  Ref I e c t  i ons w r i t t e n  in 1766 and 
Baudeau in his Prem I ere I n t ro duc t  ion ^  _l_a Ph i I osoph i e Econom i que, 
1771) ,  they a p p a re n t l y  did not f e e l  tha t  t h e i r  d iscovery  
of  p r o f i t s  on i n d u s t r i a l  c a p i t a l  i n v a l i d a t e d  t h e i r  theory  
of  va Iue.  Even in his  Oeuvres des Turgot ( I 8 0 9 - 1 8 1 I ) ,
Dupont s t i l l  sympathized w i th  t h i s  the or y ,  which he i n t e r ­
preted in the orthodox p h y s i o c r a t i c  way as meaning t h a t  the  
fundamental  va lue ( v a l e u r  fondamentale)  of  a manufactured  
a r t i c u l e  is merely " I * add i t i on des va leurs  p r é e x i s t a n t e s  
qui a v a i e n t  concouru a la former ,  sans a c cro is sen t  ree l  des 
r i c h e s s e s " ,  even though he admi t ted the ex is te n c e  of  a pure 
p r o f i t  or i n t e r e s t .  The fundamental  value of  a piece of
c l o t h ,  he goes on to say, must inc lude  the value of  ( I )  the  
raw m a t e r i a l s  ( 2 )  the p o r t i o n  of  the too ls  used up in i t s  
manufacture (3 )  the consumption made by the workers and 
the ent r e p r e n e u r , and (4 )  th e  i n t e r e s t  on the advances of
the e n t r e p r e n e u r ,  or the c a p i t a l  he is ob l iged  to devote
22to t h i s  manufacture.  Eugene Da i re  poin ts  out t h a t  the
22, Ttiis notation was reprinted by Eugene Daire in h is Oeuvres de
Turgot (P a ris , 1848) pp. 266-267. Dupont cred its  Quesnay with these 
insights on in d u stria l c a p ita l, Qyesnay jnay have rea lised  that his  
theory o f  c a p ita l could be applied to mmufactures as w ell as a g ri­
cu lture and suggested th is  to Baudeau and Turgot, but we have no way 
o f Knowing fo r  c e rta in , since Quesnay always seemed to assume a p re -  
c a p ita lis t ic  organization o f  manufactures in h is own w ritin gs .
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p h y s i o c r a t s  r e c o n c i l e d  t h e i r  the ory  o f  v a l ue  w i th  c a p i t a l ­
i s t i c  p r od uc t io n  ( a t  l e a s t  in t h e i r  own minds)  by red uc ing  
c a p i t a l  i t s e l f  to va lues  d e r i v e d  from the land.  " C e t t e  
th^or  i e" ,  w r i t e s  D a i r e ,  r e f e r r i n g  to Dupont 's  commentary 
on the  composi t ion o f  the fundamental  p r i c e ,  "savamment  
d^veiopee par les phys i o c r â te s  et  s u r t o u t  par T u r g o t ,  ne 
les empeche pas d ' a d m i t t e  la d i s t i n c t i o n ,  'conçue p lus  t a r d  
par Ad. Smi th,  e n t r e  I a t e r r e ,  le c a p i t a l ,  e t  le t r a v a i l ,  
comme éléments de la r ic h e s s e s .  Mais i l s  ne la Consid­
è re n t  que comme un a r t i f i c e  de method, parce que,  selon  
eux,  le c a p i t a l  d é r i v e  de la t e r r e ,  e t  que le t r a v a i l  
i n d u s t r i e l  ( m a n u f a c t u r i e r  e t  commerc ia l )  n ' e s t  qu'un moyen
pour conserver  et  d i s t r i b u e r  la r i c h e s s e ,  et  no pour le 
23p r o d u i r e . "  This p e c u l i a r  a r t i f i c e  de method proved
r e l a t i v e l y  innocuous f o r  reasons t h a t  might  be b e t t e r  undei—
stood by compering i t  to another  theor y  o f  the same o r d e r  —
a la b o u r -c o s t  the ory  o f  va lue  o f  the s o r t  proposed on
24occas ion by Adam Smith.  Both t h e o r i e s  pre tended  t h a t ,
on some a b s t r a c t  p la n e ,  they had reduced a l l  va lues  (we
mean to say,  normal p r i c e s )  to the v a lu e  product  o f  a
s i n g l e  o r i g i n a l  f a c t o r  o f  p r o d u c t i o n .  This is an imposs­
i b l e  p r e t e n s i o n  f o r ,  in an account ing  sense,  n e i t h e r  a
23, D a ire , Oeuvres dea Turgot, pp, X L V II^ X L V III,
24, Though one might be tempted to compare the phys iocrat's  or a
labour—cost theory o f  value w ith M arx's, e ith e r  in  respect o f  
methodology or philosophical animus, th is  should not be carried  too f a r ,  
since only in  the most p r im itiv e  economies could the value s tru ctu re  be 
reduced to raw m ateria l or labour costs, whereas a l l  the fa c ts  needed
to explain a c a p ita l is t ic  society  can be included w ith in  Marx's concepts 
o f  surplus value, and constant and c irc u la tin g  c a p ita l.
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l a b o u r - c o s t  n o r  a  r a w  m a t e r i a l - c o s t  t h e o r y  w o u l d  g i v e  a n y ­
t h i n g  m o r e  t h a n  a  c r u d e  a p p r o x i m a t i o n  o f  t h e  f a c t s  t o  b e  
e x p l a i n e d  i n  t h e  m o s t  p r i m i t i v e  e c o n o m i c  m o d e l  Q u e s n a y  
c o u l d  h a v e  h a d  i n  m i n d ,  c o n s i d e r i n g  h e  a d m i t t e d  t h e  e x i s t ­
e n c e  o f  i n t e r e s t  a n d  m e r c a n t i l e  p r o f i t s .  T h e  i n t r u s i o n  o f  
c a p i t a l i s t i c  i n d u s t r y  w i t h  i t s  g r e a t e r  i n c o m e - g e n e r a t i n g  
c a p a c i t y  w o u l d  o n l y  m a k e  s u c h  t h e o r i e s  m o r e  u n t r u e .  Y e t ,  
o n  a  m o r e  m u n d a n e  l e v e l ,  t h e  a u t h o r s  o f  b o t h  t h e o r i e s  w e r e  
a b l e  t o  i g n o r e  t h e i r  f a l l a c i o u s  a s s u m p t i o n s  a n d  p e r c e i v e  
a l l  t h e  m o r e  s i g n i f i c a n t  f a c t s  c o n c e r n i n g  t h e  p r o d u c t i v e  
f a c t o r s  o t h e r  t h a n  t h e  " o r i g i n a l "  f a c t o r s .
U p  t o  n o w  o u r  o b s e r v a t i o n s  o n  t h e  u n i q u e  p r o d u c t ­
i v i t y  d o c t r i n e  h a v e  b e e n  c o n f i n e d  t o  t h a t  l e v e l  o f  a n a l y s i s  
t h a t  r e s t r i c t e d  t h e  c r e a t i o n  o f  w e a l t h  t o  t h e  p r o d u c t i o n  
o f  a g r i c u l t u r a l  c o m m o d i t i e s ,  t h e  c r e a t i o n  o f  s t u f f .  T h i s
b r i n g s  u s  t o  Q u e s n a y * s  s i n g l e - t a x  t h e o r y  --------- t h e  i d e a  t h a t
a l l  t a x e s  u l t i m a t e l y  f a l l  o n  t h e  n e t  r e n t  o f  l a n d ,  n o  
m a t t e r  h o w  t h e y  a r e  a s s e s s e d .  Q u e s n a y  c o n s i d e r e d  t h i s  a  
t h e o r e m  o f  h i s  u n i q u e  p r o d u c t i v i t y  d o c t r i n e ,  b u t  a c t u a l l y  
t h e  r e a s o n s  h e  g a v e  f o r  t a x e s  b e i n g  p a s s e d  o n  t o  t h e  l a n d ­
l o r d  d o  n o t  d e p e n d  u p o n  t h i s  t h e o r y  o f  v a l u e .  T h e  a s s e r t e d  
f a c t  t h a t  a l l  t a x e s  f a l l  u p o n  t h e  n e t  r e n t  g a v e  h i m  
a d d i t i o n a l  r e a s o n  t o  s u p p o s e  t h a t  l a n d  i s  t h e  u n i q u e  s o u r c e  
o f  w e a l t h ,  a n d  n o t  t h e  o t h e r  w a y  r o u n d .  W e  w i l l  i n  r e a l ­
i t y  b e  e x a m i n i n g  a  s e p a r a t e  l e v e l  o f  a n a l y s i s .
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I • The S i n g l e  Tax.
The premise t h a t  a l l ,  o r  a t  l eas t  most , t a x a t i o n  
must u l t i m a t e l y  f a l l  upon the land has been the  usual  o p i n i o n  
in p r e - i n d u s t r i a  I s o c i e t i e s .  Some such n o t io n  seems 
to have been h e l d ,  by many B r i t i s h  per  I i a m e n t a r i a n s  we l l  
through the e i g t h t e e n t h  c e n t u r y ,  and indeed,  even a f t e r  
the i n d u s t r i a l  r e v o l u t i o n  had begun to f o r c e  the  pace 
o f  economic development .  The reasoning behind t h i s  idea  
was not o f t e n  e x p l i c i t l y  s t a t e d ,  though i t  was o b v i o u s l y  
based on the common-sense p r o p o s i t i o n  t h a t  the  a g r i c u l t u r a l  
s e c t o r  o f  a p r e - i n d u s t r i a  I economy is by f a r  the l a r g e s t ,  
and a f f o r d s  the  g r e a t e s t  surplus  a v a i l a b l e  f o r  ta x  
purposes.  Some o f  the leading l i g h t s  amongst the  
p h y s i o c r a t s *  predecessors ,  i n c l u d i n g  Char les  Devenant ,
Boisgui  I I e b e r t , end John Locke,  were convinced s i n g l e ­
t a x e r s ;  t h a t  i s ,  they thought  most taxes would in any 
event  f a l l  upon the  l a n d l o r d ,  and so he would be b e t t e r  
o f f  to accept  the whole burden o f  t a x a t i o n  in the f i r s t  
i n s t a n c e ,  so as not to i n v i t e  the g r e a t  expenses u s u a l l y  
a s s o c i a t e d  w i th  i n d i r e c t  t a x a t i o n .  We might  quote Locke 
on t h i s  m a t t e r ,  i f  on ly  to show t h a t  Les Economists were 
not a lone  in t h i s  b e l i e f :
When a n a t i o n  is running to decay and r u i n ,  the  
merchant and the  monied man, do what you can,  w i l l  
be sure to s t a r v e  l a s t ;  observe i t  where you w i l l ,  
the decays t h a t  come upon, and br ing to r u i n  any
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c o u n t r y ,  so c o n s t a n t l y  f i r s t  f a l l  upon the land f o r  
he [ t h e  count ry  gent leman]  w i l l  c e r t a i n l y  f i n d ,  when 
the  decay o f  t r a d e  has c a r r i e d  any one p a r t  o f  the
money out o f  th e  kingdom end the o t h e r  is kept  in
the m e r c h a n t ’ s and t r adesman 's  hands, t h a t  no law 
he can make, nor any l i t t l e  a r t s  o f  s h i f t i n g
p r o p e r t y  amongst o u r s e l v e s ,  w i l l  b r ing  i t  back to
him aga in :  but his r e n t s  w i l l  f a l l ,  and his
income every day lessen,  t i l l  genera l  i n d u s t r y  and 
f r u g a l i t y ,  jo in e d  in a w e l l - o r d e r e d  t r a d e ,  s h a l l  
r e s t o r e  to the kingdom the  r i c h e s  and w e a l t h  i t  
had former  I y ♦
T h i s ,  by the way, i f  we I I c on s id e r e d ,  might  
l e t  us see,  t h a t  t a x e s ,  however c o n t r i v e d ,  and out  
o f  whose hands soever  immedia te ly  t ake n ,  do, in a 
c o u nt ry ,  where the  gr e a t  fund is in land,  f o r  the most 
p a r t  t e r m i n a t e  on the land.  Whatsoever th e  people  
is c h i e f l y  m a in ta i ne d  by, t h a t  the government supports  
i t s e l f  on; nay,  perhaps i t  w i l l  be found,  t h a t  
those taxes  which seem leas t  to a f f e c t  the land,  
w i l l  most s u r e l y  o f  a l l  o t h e r s  f a l l  the r e n t s .
.................. as an ease to  h i m s e l f ,  the  la n d lo r d  is
always forward  to lay i t  upon commodit ies . . . . . .  he
w i l l  f i n d  he buys t h i s  seeming ease a t  a very dear  
r a t e  . . . . . .  f o r  a tax  o f  t h a t  n a t u r e  cannot be l e v i e d
by o f f i c e r s ,  to watch every  r i v u l e t  o f  t r a d e  ..........
w i th ou t  a g r e a t  charge ..................  Let  us see now who.
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at  long run ,  must p a y ..................  I t  is p l a i n ,  the
merchant end the b r ok e r ,  n e i t h e r  w i l l ,  nor can;
f o r  i f  he pays a q u a r t e r  more f o r  commodit ies
than he d id ,  he w i l l  s e l l  them a t  a p r i c e
p r o p o r t i o n a l l y  r a i s e d .  The poor labourer  and
handicr a f ts man  cannot ; fo r  he j u s t  l i v e s  from
hand to mouth a l r e a d y ,  and a l l  h is  food,  c l o t h i n g
and u t e n s i l s ,  c o s t i n g  a q u a r t e r  more than they d id
be f o r e ,  e i t h e r  h i s  wage must r i s e  w i th  the  p r i c e
of  t h i n g s ,  to make him l i v e ,  or  e l s e ,  not being
ab le  to m a i n t a i n  h i m s e l f  and h is  f a m i l y  by h is
labour ,  he comes to the  p a r i s h ,  and then the  land
25bares the  burthen a h e a v i e r  way.
Al though the arguments o f  the  s i n g l e - t a x e r s  a re  
not i d e n t i c a l  in every r e s p e c t ,  they have sev era l  premises  
in common. N o t i c e ,  Locke makes i t  p l a i n  t h a t  a g r i c u l t u r e  
(presumably in England)  is the l a r g e s t  i n d u s t r y ,  and 
t h e r e f o r e ,  must support  the  bulk o f  t a x a t i o n .  The S t a t e  
had not as yet  p e r f e c t e d  the means f o r  d i s c i p l i n i n g  the  
c i t i z e n r y ,  and c ons equ ent ly ,  i n d i r e c t  t a x a t i o n  in v o l v e d  
g r e a t  a d m i n i s t r a t i v e  expenses which would be passed on to 
the la n d lo r d  in the form o f  increased  p r i c e s .  The poor
25* John Loche, Consequences o f the Lowering o f  In te re s t and 
Raising the Value o f Money (dated 1691J, re p r in t in J *R *  McCulloch, 
P rin c ip les  o f P o li t ic a l  Economy (London 1825), pp.* 256-257
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l abourer  and handicraf tsman cannot bear the burden of  
t a x a t i o n ,  s ince they are a l re ad y  l i v i n g  at  the I owes t 
p o s s i b l e  standard of  l i v i n g .  Nor can the broker  or  
merchants,  since presumably,  t h e i r  remunerat ion is j u s t  
s u f f i c i e n t  to make them w i l l i n g  and able  to perform t h e i r  
economic f u n c t i o n s .  Only the land lord is in the  
u n f o r tu n a t e  p o s i t i o n  o f  not being able  to r e s i s t  
t a x a t i o n .  As i t  stands t h i s  argument leaves many 
t h e o r e t i c a l  quest ions unanswered but ,  w i th  a g r e a t e r  or  
l esser  degree of  e l a b o r a t i o n ,  i t  is the main d r i f t  o f  
a l l  p r e - i n d u s t r i a l  s i n g l e - t a x  t h e o r i e s ,  i nc lu d in g  th a t  
of  Quesnay. This sor t  o f  argument r e q u i r e s  no p a r t i c u l a r  
theory  of  v a l ue .  I t  r e s t s  on the assumption th a t  
com pet i t ion  reduces the payments to a l l  f a c t o r s  of  
product ion  except  land to t h e i r  supply p r i c e s ,  causing  
taxes to be passed on to r e n t a l  income. This would indeed 
be the case i f  land were the only f a c t o r  of  product ion  
to r e c e i v e  an economic rent  as we have de f ined  i t  above -  
th a t  is a payment in excess of  the sum r e q u i r e d  to c a l l  
f o r t h  the r e q u i s i t e  supply.  Locke's argument o f t e n  
suggests th a t  he included s u b j e c t i v e  costs w i t h i n  the  
necessary supply p r i c e  (something comparable to M a r s h a l l ' s  
Real C o s ts ) ,  p a r t i c u l a r l y  when he discusses i n t e r e s t .
The p h y s io c r a ts *  cost accountancy is more e x p l i c i t l y
2 ^
s u b j e c t i v e .  They t a lk e d  about Iabour-pa i n ( T r a v a i l  p e n i b l e )
26, See footnote 35 below.
84
which they cons ider ed  a cost  d i f f e r e n t  in k ind  from r e n t ,
27
f o r  the l a t t e r  "se p a y e r a i t  sens expense" .
When Locke w r i t e s  t h a t  the labourer  or  broker
cannot be ta xe d ,  he on ly  means to say t h a t  f o r  v a r i o us
reasons these economic c la ss es  w i l l  wi thdraw p a r t  o f
t h e i r  economic s e r v i c e  i f  they were to r e c e i v e  a
les se r  payment.  In o t her  words,  to the e x t e n t  he
comm i t ed h i m s e l f  to an o p in io n  on the  m a t t e r ,  he m ain ta i ns
t h a t  the supply o f  labour and c a p i t a l  v a r i e s  d i r e c t l y
w i t h  t h e i r  payments.  However,  not a l l  p r e - i n d u s t r i a  I
economists were o f  t h i s  o p i n i o n .  David Hume thought  t h a t
a r e d u c t i o n  in r e a l  wages would spur the labo ur er  to
g r e a t e r  p r o d u c t i v i t y .  In h is  d i s p u t a t i o n  wi th  Turgot
28over  the  s ing l e - t a x ,  he advanced t h i s  argument ,  but  
Turgot  would have nothing to do w i t h  i t .  And q u i t e  under­
s ta n da b ly  so f o r ,  i f  t h i s  were t r u e ,  a tax  on labour
would be condusive to the m a x i m i z a t i o n  of  the economic 
29p ro d uc t .  For reasons o f  t h i s  s o r t  the s i n g l e - t a x  
presupposes c e r t a i n  ideas about the  f a c t o r s  o f  p r o d u c t i o n .  
The p h y s i o c r a t s  had f a i r l y  s o p h i s t i c a t e d  t h e o r i e s  on 
r e n t ,  c a p i t a l ,  and labour ,  which in t h e i r  e n t i r e t y  rep re s e n t
Token from quotation below,
28* Turgot, R eflections (L e tte r  in  appendix o f  Ashley e d it io n ), 
pp, 105-107*
29* T ie physiocrats made p r o f i t  maximization a basic postu late  o f  
th e ir  economic theory* See Chapter 6, the f i r s t  h a lf*
85
a comprehensive a n a l y t i c a l  scheme. We w i l l  examine t h e i r  
ideas on c a p i t a l  and labour  in the two subsequent c h a p t e r s ,  
and we s t i l l  have more to say on r e n t  in the present  
c h a p t e r .  But f o r  the  purpose o f  e x p l a i n i n g  t h e i r  s i n g l e ­
tax  t h e o r y ,  the  f o l l o w i n g  passages from Quesnay*s a r t i c l e  
Imp3ts should be conc ise enough to show t h a t  they g e n e r a l l y  
b e l i e v e d  in the Economy o f  High Wages f o r  those f a c t o r s  
o f  pr o d u c t io n  th a t  can vary In q u a n t i t y .  The r ea d e r  
should in p a r t i c u l a r  note the assumptions he makes on 
e n t r e p r e n e u r ia I l abour ,  c a p i t a l ,  and r e n t .
The p r o f i t s  o f  the  farmers and the  e a rn ing s  o f  
the men whom the farmers employ a t  husbandry must 
be d i s t i n g u i s h e d  from the income (des revenus)  t h a t  
the same husbandry ( c u l t u r e )  r e t u r n s  a n n u a l l y  to  
the la n d l o r d s ;  because they are  the  expenses and 
p r o f i t s  o f  the a g r I c u I t u r a l i s t s  (c o lo n s )  which 
assure the husbandry and the  income.
I t  is the wea l th  ( r i c h e s s e s )  o f  the  fa rmers  
t h a t  f e r t i  l i z e s  th e  land; the fa rming  o f  the  land 
i n v o lv e s  g r e a t  expenses,  and the more the expenses  
are  m u l t i p l i e d ,  the more land is f e r t i l e ,  and the  
more i t  produces wages f o r  the farm la b o u r e rs ,  
p r o f i t s  f o r  the fa rm er s ,  and income f o r  the  
I and lo r ds .
And so, i t  is not on p r o d u c t i v e  w e a l th  
( r i c h e s s e s  p r o d u c t i v e s )  o f  the a g r I c u 1 1 u r a l i s t s
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t h a t  one should assess the t a x e s ,  because t h i s  
w i l l  des tory  the means necessary f o r  the p r o d u c t i o n  
of  the annual income ( r i c h e s s e s  a n n u e l l e s )  o f  the  
nat ion.
The r i c h e r  the f a rm e r ,  the more he w î I I be 
e x c i t e d  by p r o f i t ,  the more husbandry w i l l  be 
assured;  the count ry  w i l l  be r i c h  in f l o c k s ;  
the land wi I I be covered w i th  r i c h  h a r v e s t s ;  
the peasants w i l l  be employed and t h e i r  earn ing s  
assured,  and wea l th  ( re v e n us ) w i l l  m u l t i p l y  
i t s e l f .  One should not envy him [ t h e  f a r m e r j ,  
nor wish h is  wea l th  d i m in is h e d;  i t  £h is  w e a l t h j  
should be p r i v i l e g e d ,  because i f  is the  e s s e n t i a l  
p r i n c i p l e  o f  the very  wea l th  o f  the S t a t e   .............
The t a i l l e  j[a t a x ]  p r o p o r t i o n a l  to the income 
o f  the l a n d l o r d s ,  imposed on the  farmer  in accordance  
w i th  the p r i c e  o f  the r e n t  as f i x e d  by the lease  
and conforming to the r u l e s  expounded in the  a r t i c l e  
Grai  ns , wi I I pay i t s e l f  w i t h o u t  expense,  and wi I I 
not p r e j u d i c e  the f a rm e r ,  because he takes  i t  in to  
account when leasing the farm;  the fa rmer  f i n d i n g  
s e c u r i t y  in t h i s  r e g a r d ,  makes openly and w i t h  
peace o f  mind the e x p e n d i t u r e  necessary f o r  the  
animals and labour which are  r e q u i r e d  f o r  the  
most advantageous husbandry;  the lands o f  the  
l a nd lor ds  w i l l  always be m a i n t a i n e d  to the h i gh es t
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degree o f  improvement,  end i t  w i l l  always a t t r a c t
( t i r e r a i t )  a t  each renewal  o f  the lease the
c a p i t a l  ( revenu)  commensurate w i th  the good s t a t e
o f  the land; h is  income [ t h e  f a r m e r ' s !  w i l l  he
assured,  because husbandry i t s e l f  w i l l  be assured;
the p r o f i t s  o f  the farmer  w i l l  not be taken from
the fund o f  the l a n d l o r d ,  because they w i l l  be
the f r u i t s  o f  the f a r m e r ' s  expenses# The
c o m p e t i t i o n  o f  the farmers a t  the renewal  o f  the
lease w i l l  always c a r r y  the income o f  the la nd lo rd
to the p r o p o r t i o n  o f  the product  o f  the land.
The t a x  p r o p o r t i o n a l  to the  income of  the land
does nothing to a f f e c t  the s t a t u s  o f  the l a n d l o r d ,
because i t  is always the  p r o d u c t i v i t y  ( fo nd s )
o f  the I and which pays the ta  i I  l e ; the fa rmer  can
be saved on l y  Cby t h i s  expedient ] :  from the  abuse
30o f  a r b i t r a r y  t a x a t i o n .
In t h i s  passage Quesnay is pr e - o c c u p i e d  wi th  the  
problems o f  the farmei— e n t r e p r e n e u r  almost to the e x c l u s i o n  
o f  e v e r y t h i n g  e l s e  ( t h i s  ovei— emphasis being h is  worst  
personal  b i a s ) ,  but ,  no n e t h e l e s s ,  he and h is  d i s c i p l e s  
e v e n t u a l l y  a p p l i e d  the same p r i n c i p l e s  o f  economic behaviour  
to the whole of  s o c i e t y .  The most d i s t i n c t i v e  and o r i g i n a l
30* quesnay, "Impôts", Francois Quesnay and la  Physiocratie  
( In s t i tu t  N ational d'Etudes DemooraphiQues.)  1958, Vol. I I  pp. 594-597.
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c h a r a c t e r i s t i c  o f  t h i s  v i s i o n  is the r e c o g n i t i o n  o f  the  
pr od uc t i v e ne s s  o f  c a p i t a l  and the und ers tand ing  t h a t ,  
econ om ica l ly  speak ing,  the farmer must be e n t i c e d  ( t i r e r )  
to meet t h i s  cost  by a reward,  a p r o f i t .  O th e r s ,  not ab ly  
B o is g u i I  I e b e r t  and Cant i I  Ion,  had a l r e a d y  made t h i s  
common-pI ace d i s c o v e r y ,  had even t h e o r i z e d  upon i t *  But 
Quesnay put so much weight  behind the  idea as to make i t  
a new idea in k ind ;  he was the f i r s t  to t heo r  i ze about  
a s p e c i f i c  s i t u a t i o n  which a f f o r d e d  an o p p o r t u n i t y  to  
i n cr ea se  s i g n i f i c a n t l y  the economic product  by i n t e n s i v e  
investment  in f i x e d  c a p i t a l  (as opposed to m e r c a n t i l e  
c a p i t a l ) .  And, e q u a l l y  impress ive  he and h is  d i s c i p l e s  
had no l i t t l e  i n s i g h t  in to  th e  s o c i o l o g i c a l  o r g a n i z a t i o n  
t h a t  t h i s  development i m p l i e d .  I t  is obvious from the  
q u o t a t io n  above t h a t  he thought  a g r i c u l t u r e  should be 
under the management o f  c a p i t a l i s t  f a rm e r s ,  i . e .  e n t r e p r e n e u r s 
who set  t h e i r  own c a p i t a l  to work in e n t e r p r i s e s  large  
enough to employ wage labour .  He makes i t  p l a i n  t h a t  the  
fa rmer  must r e c e i v e  some minimum r a t e  o f  p r o f i t  on h is  
investment ,  a r a t e  which he says w i l l  be set  by c o m p e t i t i o n  
amongst the farmers at  the renewal  o f  the leases .
Moreover ,  the h i g h t e r  the e n t r e p r e n e u r ia I wage, the more 
labourous w i l l  be the fa rm er ;  "The r i c h e r  the  fa r mer "
Quesnay argues above,  " the more he w i l l  be e x c i t e d  by p r o f i t " .  
The s i g n i f i c a n c e  o f  a l l  t h i s  is t h a t ,  g iven these assumptions,  
any tax  t h a t  reduces the pure p r o f i t s  o f  the farmer  and
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t h e î r  e n t r e p r e n e u r i a l  wage would be i n c l i n e d  to impa i r  the  
supply o f  c a p i t a l  o f f e r e d  f o r  economic use and dampen t h e  
enthusiasm o f  t h i s  manager ial  c l a s s .  And so, r a t h e r  than 
t a x  necessary costs of  p r o d u c t i o n ,  Quesnay recommended t h a t  
a l l  taxes  be l e v ie d  on r e b t a l  income which ( n o t e  the  
language used) " w i l l  pay i t s e l f  w i t h o u t  expense".
O b v i o u s ly ,  the r a t i o n a l  o f  the s i n g l e - t a x  on land r e n t  
is  t h a t  i t  w i l l  f a l l  on a C o st l es s  Income, an Unearned  
Increment .  Quesnay is charmed by the idea t h a t  the  
n a t u r a l  f o r c e s  o f  u n f e t t e r e d  c o m p e t i t i o n  w i l l  s e p a r a te  
out t h i s  d i s p o s i b le income. This is not to say he 
thought  the la nd lo rd  should or would be exprop i at  ed.
He proposed t h a t  h is  scheme would s t i m u l a t e  economic
3 1a c t i v i t y  in such a way as to a c t u a l l y  in c r e a s e  r e n t s .
Turgot  sums up the s i n g l e - t a x  th e or y  in a conc ise  
manner t h a t  lends i t s e l f  p a r t i c u l a r l y  w e l l  f o r  q u o t a t i o n .
He went beyond Quesnay to exp I i c i t y  extend t h i s  the ory  to 
cover a l l  f a c t o r s  o f  p r od uc t i on  in i n d u s t r y  end commerce,  
in a d d i t i o n  to a g r i c u l t u r e .  He says o f  the l a n d l o r d  
t h a t  he "enjoys a f r e e  income ( revenu l i b r e )  which he takes  
up in a g r e a t  parce l  from the  b e n e f i c î e n c e  o f  n a t u r e ,  which 
is in no way the e q u i v a l e n t  o f  h is  personal  labour nor h is  
immediate investment  ( a v a n c e s ) " .  " A l l  t h a t  which the  o t h e r
32* Ne w i l l  consider h is  reasons fo r  be liev ing  th is  might be so in  
the f in a l  section o f  th is  chapter.
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members of  s o c i e t y  r e c e i v e " ,  argues Turgot ,  " the  fa rmers ,  
the workers,  the merchants,  the c a p i t a l i s t s ,  is the p r i c e  
o f  labour ,  o f  i n d u s t r y ,  o f  c a p i t a l  (avances)  or o f  money 
loaned at  i n t e r e s t  at  a p r i c e  contested by opposing 
i n t e r e s t s ,  and reduced,  by c o m pe t i t io n ,  to the leas t  
p o s s i b l e  r a t e ,  th a t  is to say to tha t  which is needed for  
the maintenance of  husbandry,  o f  the a r t s ,  of  commerce, 
o f  c i r c u l a t i o n  in the same degree o f  a c t i v i t y  (mouvement)  
and the l i f e  o f  the body p o l i t i c ,  cannot be d i v e r t e d  to 
o t h e r  uses wi thout  harming the p u b l i c  p r o s p e r i t y ,  w i thout  
dry ing  up the source o f  weal th i t s e l f ,  to the p r e j u d i c e
of  the landlords  and the e n t i r e  S t a t e ...............  f^Vherea^
a tax  on the land lord  only takes away a p o r t i o n  o f  the  
f r e e  income o f  which the d i s p o s i t i o n  can vary w i thout  any
change in the order  and p r o p o r t io n  o f  the p a r t i e s  a c t i v e
3 2in s o c i e t y ’.' The reader  should always bear in mind
th a t  r igorou s  com pe t i t io n  -  so r igorou s  th a t  we might  
j u s t l y  c a l l  i t  p e r f e c t  com pet i t ion  -  is the agency th a t  
was expected to reduce the payments made to a l l  f a c t o r s  
of  produc t ion  (except  land) to t h e i r  supply p r i c e s .
" A l l  the p u b l i c  charges",  concludes Dupont in the  
Ephemerid e s , " are the r e s p o n s i b i l i t y  o f  the landlords by 
what is r i g h t  as they are in f a c t ;  because they  
[ t h e  expenses]  turn  e v e ry th in g  to t h e i r  [ t h e  l a n d l o r d s ' ]  
g r e a t  p r o f i t  by the law o f  com pe t i t io n  which o b l i g e s  a l l
32. d a ire , Oeuvres des Turgot, Vol. I , ,  p . 422,
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the o t h e r  c i t i z e n s  to l i m i t  themselves to t h e i r  wage 
( r e t r i b u t i o n ) and a r e t u r n  ( r e n t é e )  on t h e i r  c a p i t a l  
( a van ce s) " .
Having f o l l o w e d  the p h y s i o c r a t s *  argument t h i s  
f a r ,  we must admit  t h a t ,  i f  payments to f a c t o r s  o f  
product ion were a c t u a l l y  reduced to t h e i r  supply p r i c e s  
by c o m p e t i t i o n ,  taxes assessed on them would be passed  
on to any i n d i v i d u a l  f a c t o r  which happened to  accrue a 
r e n t a l  income. The p h y s i o c r a t s ,  l i k e  most economists  
u n t i l  the m i d - n i n e t e e n t h  c e n t u r y ,  assumed t h a t  land was 
the only  f a c t o r  o f  p r odu ct ion  to r e c e i v e  an economic 
r e n t .  For t h a t  reason,  they argued t h a t  a l l  i n d i r e c t  
taxes^^ would be passed on to the  l a n d l o r d ,  e i t h e r  in  
the form o f  increased  p r i c e s  f o r  the goods he consumed 
or in the guise o f  reduced r e n t s  caused by increased  
farming c o s t s .  To the e x te n t  t h a t  the c a p i t a l i s t ,  
a r t i s a n ,  or  even a bar ber ,  cou ld  not r a i s e  the p r i c e  o f  h is  
economic s e r v i c e ,  he would not pass on the t a x ,  but h is  
c l a s s  as a whole would in th e  end o f f e r  a l es se r  amount 
of  t h e i r  p a r t i c u l a r  economic s e r v i c e .  We cannot o u t l i n e  
in any d e t a i l  Quesnay*s reasoning concern ing the  e f f e c t s
33* Ephemerides du Citoyen (P a ris , 1766) Tom V ,, p*159
34* They considered any tax  which was not d ire c t ly  assessed on
the produit net an " in d irec t—tax"
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of  i n d i r e c t  t a x a t i o n  on each o f  the s e  economic s e r v i c e s  
u n t i l  a f t e r  we have s t u d i e d  h is  t h e o r i e s  o f  c a p i t a l  and 
l abour .  But,  as an example,  he thought  the wage-
labourer  would work harder  as r e a l  wages went up -
pa ra phr as in g  h is  statement  about the  c a p i t a l i  s t - f armer : 
"The r i c h e r  the l a b o u r e r ,  the  more he w i l l  be e x c i t e d  by 
wages".  Moreover ,  he was o f  the o p i n i o n  t h a t  the  
l abour ing  poor would depopulate  themselves i f  wages were
reduced,  which would be another  f a c t o r  causing the supply
o f  labour  to vary  d i r e c t l y  w i t h  wages. The p h y s i o c r a t s  
a lso  took into c o n s i d e r a t i o n  a not he r  s o r t  o f  r e a c t i o n  to 
t a x a t i o n .  They were concerned t h a t  a tax  which f o r c e d  
an in cr ea se  in the p r i c e  o f  a f a c t o r  o f  p r od uc t i on  or  a 
consumer good would reduce the e f f e c t i v e  demand f o r  them.  
They were anx ious ,  having a c qu i re d  a profound r esp ec t  
f o r  aggregate  demand c o n s i d e r a t i o n s  from B o is g u i I  I e b e r t , 
t h a t  a l l  taxes  should bare l i g h t l y ,  no m a t t e r  where they  
might  fa  I I .  Y/e might quote any number o f  passages to 
show the d i f f e r e n t  route s  by which indirect  taxes  are  
passed on to t h e  l a n d lo r d ,  but we had best leave our few 
comments on t h i s  n o n e - t o - e x c i t i n g  t o p i c  f o r  our cha p te r  
on T a x a t io n  and Economic P o l i c y .  For the t ime being we 
need only  acknowledge t h a t  the  s i n g l e - t a x  theory  f o l l o w s  
l o g i c a l l y  from i t s  premises and t h a t  the  p h y s i o c r a t s  were 
g e n e r a l l y  aware o f  the  chain o f  c a u s a t i o n  in v o l v e d .
Before we cons ider  the p h y s i o c r a t s *  s p e c u l a t i o n s  
concern ing the demand s ide  o f  the economic e q u a t i o n s .
93
we might  make a few concluding remarks on the two aspects  
of  the unique p r o d u c t i v i t y  d o c t r in e  we have Just rev iewed.  
I t  seems th a t  the p h y s io c r a ts  advanced t h e i r  theory o f  
value on two very d i f f e r e n t  lev e l s  o f  a b s t r a c t i o n ,  never  
a t te m pt in g  to br ing the two t o g e t h e r .  F i r s t ,  they  
i d e n t i f i e d  the emergence o f  rent  and the c r e a t i o n  of  
values in general  wi th the product ion o f  a g r i c u I t u r e ' s 
phys ica l  sur p lus .  And, secondly,  they argued th a t  a l l  
taxes fa  I I on the produ i t  n e t , which they accepted as 
f u r t h e r  evidence th a t  the Net Product  was an ex c e pt io n a l  
kind o f  income. The phy s io c ra ts  on d i f f e r e n t  occasions  
st ressed  one and then the o ther  c la im fo r  the uniqueness  
of  agr ic u  11ure* s economic product .  In his d i s p u t a t i o n  
wi th  Hume, Turgot seemed to consider  the p h y s i o c r a t i c  
theory  on the incidence of  t a x a t i o n  s u f f i c i e n t  proof  o f  
the p r o p o s i t i o n .  The ph y s i ocr a ts  ambivalent  a t t i t u d e  
towards the pr imary i n d u s t r i e s  other  than a g r i c u l t u r e  
is i n d i c a t i v e  o f  t h e i r  confusion on the s u b j e c t .  One 
might expect  from t h e i r  t h e o r i z i n g  about the m a t e r i a l  
surplus o f  a g r i c u l t u r e  th a t  such i n d u s t r i e s  as mining,  
f i s h e r i e s ,  f o r e s t r y ,  e t c . ,  would be considered t r u l y  
p r o d u c t i v e ,  s ince they as wel l  produced a net m a t e r ia l  
s u r p l u s .  Ye t ,  they held r e s e r v a t i o n s  about these indus-  
t i r e s .  They considered them pro d uc t i v e  only to the  
e x te n t  they produced a net r en t  d isposable  for  t a x a t i o n .  
And, then,  what is one to make of  t h e i r  p e c u l i a r  not ions  
concerning the incidence of  t a x a t i o n  ? These not ions
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r e s t  on the h e r o i c  assumption t h a t  p e r f e c t  c o m p e t i t i o n  
amongst s u p p l i e r s  of  q u a n t i t a t î ve Iy -au gm ent ab I e  f a c t o r s  
o f  pr odu ct ion  does in f a c t  reduce payments to supply  
p r i c e s .  This may have been t r u e  in some approx imate  
sense but t h i s  s o r t  o f  t h e o r e t i c a l  app ro x i ma t i on  is  
m is le a d in g  f o r  recommendations on such a p r a c t i c a l  
concern as t a x a t i o n ,  s ince  the mere presence o f  f r i c t i o n  
in the  system would be enough to form net  incomes o t h e r  
than the net  rent  o f  land. To many o f  the p h y s i o c r a t s *  
contempories -  Hume, Gras I i n ,  G a l i a n i ,  V e r r i  -  t h i s  theory  
seemed e n t i r e l y  c o n t r a r y  to the f a c t s  at  hand; they  
argued wi th good reason t h a t  n e a r l y  a I I incomes could be 
taxed to some e x te n t  w i th ou t  causing a r e d u c t i o n  in the  
supply of  economic s e r v i c e s .  Y e t ,  d e s p i t e  these v a l i d  
c r i t i c i s m s ,  Quesnay*s s i n g l e - t a x  had something to  
recommend i t  as a p r a c t i c a l  p o l i c y ,  c o n s i d e r i n g  the la rge  
economic surp lus  a f f o r d e d  by land r e n t  and the d i s r u p t i o n  
and expense a s s o c i a t e d  wi th  the usual " i n d i r e c t  ta xe s "  
o f  h is  day.
2. Value  from the  Demand S i d e .
Many c r i t i c s  o f  phys iocracy  have been i n c l i n e d  
to dismiss the whole o f  t h e i r  theory  f o r  no b e t t e r  reason  
than th a t  the  apparent  confus ion and erroneousness o f  
t h e i r  theory o f  va lue  was presumed to p r e j u d i c e  anything  
e l s e  they might  have to soy.  With some o f  the  neo­
c l a s s i c a l  economis-fe and t h e i r  d i s c i p l e s ,  the seeming
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i r r e c o n c i l a b i l i t y  o f  the unique p r o d u c t i v i t y  d o c t r i n e  
w i t h  u t i  l i t y  the or y  was enough to throw the p h y s i o c r a t s  
out o f  Cour t .  The i rony  o f  such c r i t i c i s m  is t h a t  the  
ph y s io c r a ts  were amongst the f i r s t  and most e n t h u s i a s t i c  
proponents o f  the u t i l i t y  view o f  economic m o t i v a t i o n .
Though they always made t h e i r  formal  bow be fo re  the idea  
t h a t  the v a l ue  o f  a I I goods and s e r v i c e s  can be red ucted  
to pr imary commodity c o s t s ,  they conceded t h a t  the very  
p r i c e  o f  these commodit ies is set  by the i n t e n s i t y  o f  
consumer demand, e i t h e r  d i r e c t l y  f o r  a g r i c u l t u r a l  produce 
or for  the goods manufactured from them. U t i l i t y  theory  
in i t s e l f  presupposes no p a r t i c u l a r  theory  o f  va lue ,  f o r  
a t  i t s  best i t  is a convenient  taxonomy (and i t  may be a 
s u p e r f i c i a l  one a t  t h a t )  f o r  grouping t o g e t h e r  v a r i o u s  
phsycholog ica l  and s o c i a l  mot ives  o f  economic beh av iou r .
(One is reminded o f  the qu ib  t h a t  s in n e r  and s a i n t ,  
the up-and-coming young man and Bowery bum, a re  a l l  
maximizing t h e i r  u t i l i t y ) .  For i n s t a n c e ,  Mgrx c ou ld ,  
and d i d ,  take s u b j e c t i v e  i n f l u e n c e s  on p r i c e  into  
c o n s i d e r a t i o n ;  the weight  he saw f i t  to accord them 
is another  m a t t e r .  In one re s p e c t  the  animus o f  Quesnay*s  
theory  of  va l ue  has something in common wi th  t h a t  o f  
Marx.  Both looked beyond the s a t i s f a c t i o n  o f  consumer 
demand f o r  the basic  meaning o f  the  economic process.
Whereas Marx found i t  in the  s o c i o l o g i c a l  arrangements  
o f  the c lass s t r u c t u r e ,  Quesnay cons idered  the a g r i c u l t u r a l  
surplus  and land r e n t  the bas ic  f a c t s  o f  economic e x i s t e n c e .
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Y e t /  though Quesnay*s theory  o f  v a lu e  was always some­
t h in g  more than a the ory  o f  p r i c e ,  t h e r e  is nothing about  
hi s  theory  to prevent  him from emphasizing the s u b j e c t i v e  
f a c t o r s  t h a t  might e f f e c t  e i t h e r  the  demand or the  supply  
s i d e  o f  the  economic e q u a t i o n s .  We have a l r e a d y  ment ioned  
t h a t  c a p i t a l  costs were seen to inc lu de  something in the  
n a t u r e  o f  Real Costs.  And, e q u a l l y  s i g n i f i c a n t ,  Quesnay 
sets  up a r u l e  of  economic conduct t h a t  wears a d i s t i n c t i v e  
h e d o n i s t i c  garb.  He contends t h a t  " the o b t a i n i n g  o f  the  
g r e a t e s t  augmentat ion o f  s a t i s f a c t i o n  ( j o u i s s a n c e )  p o s s i b l e  
by the g r e a t e s t  d i m i n u t i o n  p o s s i b l e  o f  expense,  is the  
p e r f e c t i o n  o f  economic conduct" ,  t h a t  is to say,  " the
g r e a t e s t  d im i n u t i o n  p o s s i b l e  o f  laboui— pain ( t r a v a i l
35p e n i b l e )  w i t h  the g r e a t e s t  p l e a s u r e  p o s s i b l e " .  In the
chap ters  on C a p i t a l  and Labour,  we w i l l  r e t u r n  to the  
s ub j e c ts  o f  the C a p i t a l i s t ' s  Real Costs and the  d i s u t i l i t y  
theory  o f  labour i n p l i e d  by the  f o r e g o i n g  r u l e ,  though f o r  
the remainder  o f  the chapter  we had best c o n f i n e  o u rs e lv e s  
to the p h y s i o c r a t s '  " U t i l i t y  Theory" o f  Exchange Value  
and t h e i r  s u b j e c t i v e  study o f  aggregate  demand c o n s i d e r a t i o n s .
I t  is d i f f i c u l t  to t r a c e  the  descent o f  the  
p h y s i o c r a t s '  d i s p o s i t i o n  f o r  s u b j e c t i v e  a n a l y s i s ,  but 
t h e r e  is some reason to b e l i e v e  t h a t  they were i n f l u e n c e d  
by t h e i r  l i v e l y  c r i t i c  L'Abbé G a l i a n i .  Turgot  ment ions
35. D aire , Physiocrat es, p , 10P»
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Ga I î anî * s D e l l a  Monet a (175 I )  în h is  own Va Ieurs  et  
MonnaI es and quotes w i t h  approva l  the  Abbé's maxim t h a t
36" the  common measure o f  a l l  va lue Is man". The
w r i t i n g s  of  Quesnay and Mirabeau o c c a s i o n a l l y  have a r i n g  
rem in i sc ent  o f  the N e a p o l i t a n ' s  works.  "Goods ( b i e n s )  
are not r i c h e s  ( r i c h e s s e s ) " ,  w r i t e s  Mi rabeau,  in what  
sounds l i k e  a paraphrase  o f  G a l l a n t ' s  maxim, "than by 
reason of  the demand which men have f o r  them. Water  
by i t s  n a t u r e ,  one o f  the pr imary  forms o f  wea l th  
(premières  b i e n s ) ,  is on ly  r i c h e s  in a p lace  where i t s  
r a r e t y  gives  i t  a p r i c e .  Men are  then the f i r s t  
p r i n c i p l e  o f  r i c h e s ,  and they e x i s t  only  because o f  t h e i r  
wants ( b e s o i n s ) .  The wants a re  noth ing e l s e  than  
the n e c e s s i t y  f o r  e x p e n d i t u r e  (dépenses) ;  and f o r  t h a t  
reason e x pe n d i t u r e s  have a d i r e c t  connect ion wi th  the  
r i c h e s  o f  a N a t i o n .  I f  one takes e x p e n d i t u r e  where 
t h e r e  a re  goods to consume, he w i l l  convey r i c h e s  t h e r e ;  
because t h i s  e x p e n d i t u r e  g ives  the goods an exchange 
va lue  ( v a l e u r  vena l e ) ,  by which the l i n k i n g  i t s e l f
37t ransforms goods into r i c h e s " .  The s i m i l a r i t y  o f
M i r a b e a u 's  t r a i n  o f  reason to the u t i l i t y  theory  o f  h is  
con tem porar ies ,  n o ta b ly  G a l i a n i  and V e r r i ,  is obvious  
enough. In the a r t i c l e  Hommes, Quesnay d is cusses ,  in a 
manner s i m i l a r  to G a l i a n i ,  the d i f f e r e n c e  between use 
va lue  ( v a l e u r  u s u e l l e )  and exchange value  ( v a l u e  vena l e ) .  
He notes t h a t  the use va l ue  o f  food Is  much g r e a t e r  than
36» ïiâ ire , Oeuvres des Tier g o t. p» 83»
37» Mirabeau, Philosophie Rurale (Amsterdcm) 1764, Vol» I I »  pp» 223->224»
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t h a t  o f  a diamond/ and y e t ,  only in per iods  o f  d e a r t h
38does the exchange va lue  o f  food approximate  i t s  use v a l u e .  
This d i s c u s s io n ,  which cont inued throughout  the next  
c e n t u r y ,  is not what i t  seems at  f i r s t  g l a n c e ,  i . e .  
complete nonsense; i t s  authors  were a c t u a l l y  rea c h in g  
f o r  an idea analogous to M a r s h a l l ' s  Consumer's Su rp lus .
The U t i l i t y  Theory o f  Exchange Value  had a much l a r g e r  
f o l l o w i n g  on the Cont inen t  than is g e n e r a l l y  r e a l i z e d ,  
s ince  many authors  used words o t h e r  than " u t i l i t y "  to  
convey the same idea.  Quesnay, M i rabeau ,  and Turgot  
employed the word j o u issance where G a l i a n i ,  V e r r i ,  
C o n d i l l a c ,  and t h e i r  f e l l o w  p h y s i o c r a t  Le Trosne,  used 
the word u t i  I i  t e , but the meaning was broadly  the same.
We might quote Le Trosne to i l l u s t r a t e  the p h y s i o c r a t s '  
awareness o f  the i n f l u e n c e  u t i l i t y  has on exchange v a lu e .  
His s u b j e c t i v e  theory  is u s u a l l y  somewhat more conc ise  
than th a t  o f  h is  c oh o r ts .  -
Man is the p r i s o n e r  o f  wants ( b e s o i n s )  which 
occur every day: some a re  imperious and
in d i s p e n s a b le ,  which he is f o r c e d  to s a t i s f y ,  
under the pa in ( p e i n e )  o f  s u f f e r i n g  and death;  
some are less u r g e n t ,  though very  necessary ;  
some are s imple p le a s u re s  and comfor ts  which he 
cannot t h i n k  o f  s a t i s f y i n g  u n t i l  h is  mind is
38» Quesnay, ^Hoimjes ,^ Francois Ouesnai/ and La Physiocratie  ( In s t i tu t  
N ational D/Etudes Demongraphiques, 1958), Vol» I I»  pp» 53S-527.
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i s at  r e s t  about the f i r s t
t h e r e  a re  var i ous  causes t h a t  combine 
to determine  v a l u e ,  and i t  is from t h e i r  concourse  
t h a t  i t  r e s u l t s ;  i t  is f i r s t  o f  a l l  founded on 
va lue  in use ( p r o p r i é t é  u s u e l l e ) .
In e f f e c t ,  a t h i n g  which does not have any 
u t i l i t y  cannot have a v a l u e ,  but t h i s  u t i l i t y  is  
only  r e l a t i v e ,  ( f o r )  the same t h i n g  can be rep uted  
usefu l  by one and useless by o t h e r s .  I t  s u f f i c e s  
t h a t  is should be known to be sought by a c e r t a i n  
number o f  persons f o r  i t  to have a va lue  in the eyes 
of  those who do not esteem i t ,  and who can r e c e i v e  
i t  f t h e  v a l u e )  in exchange when they wish to  
dispose o f  i t ............................
Tobacco was a p l a n t  which d i d  not have any 
va lue  be fore  man found a use f o r  i t  ( p r o p r i é t é ) .
The new want which they c r e a t e d  has g iven cause 
f o r  a new c u l t u r e ,  and by consequence an inc rease  
in p o p u l a t i o n ,  which,  by means o f  exchange,  f i n d s  
a way to l i v e  on t h i s  new pr od uct .  This want ,  
f a r  from being a cause o f  impover ishment ,  is a 
new cause o f  r i c h e s  ( a t  l e a s t  f o r  those c o u n t r i e s  
where the c u l t u r e  and s a l e  o f  these p l a n t s  a re  f r e e )
39» JDaire, Physiocrat es» p» 887» The fo llow ing  passages are  our 
own tra n s la tio n .
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Although value  supposes some s o r t  o f  u t i l i t y ,  
i t  does not f o l l o w  t h a t  i t  is p r o p o r t i o n a l  to the  
degree o f  u t i l i t y ,  because t h e r e  a re  s t i l l  o th er  
causes t h a t  de termine  i t  ....................
^Thé] va lue  o f  p r ima ry  commodit ies  
( p r o d u c t i o n s ) ,  founded f i r s t  o f  e l l  on t h e i r  use 
value and the expenses r e q u i r e d  to o b t a i n  them,  
is m o d i f i e d  by r a r e t y  or  abundance o f  which the 
p r o p o r t io n  is r e l a t i v e  to the c o m p e t i t io n  o f  
s e l l e r s  and buyers and the s t a t e  o f  consumption,  
which i t s e l f  is determined by whether  the f a c u l t y  
f o r  paying f o r  them is more or  less extended;  
whether i t  is r e s t r a i n e d ,  to the gr e a t  p r e j u d i c e  
o f  r e p r o d u c t i o n  [ t h a t  is a g r i c u l t u r ^ ,  by i n d i r e c t  
taxes and p r o h i b i t i o n s ,  or  whether i t  is a t  i t s  
n a t u r a l  r a t e ,  which is a lone f a v o u r a b l e  to the  
producers ,  the  land lords  and the consumers,
4 I
namely under the a b s o l u t e  r u l e  o f  l i b e r t y .
This is the same Le Trosne whom S t a n le y  devons 
thought had a good deal  to say on the u t i l i t y  the or y  o f  
va l u e .  Though, i t  is obv ious ,  even from the b r i e f  
q u o t a t io n s  above,  t h a t  t h i s  is  something d i f f e r e n t  -  in a
40» Ib id , pp, 890-891, 
41» Ib id ,  p , 903»
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way something more -  than the usual u t i l i t y  t h e o r y  of  
exchange v a l u e . Le Trosne i n s i s t e d  on look ing a t  
demand and supply at  one and the same t ime in somewhat 
the manner A l f r e d  M ars ha l l  e n v i s io n e d  in h is  famous 
i l l u s t r a t i o n  of  the s c i s s o r s .  "The va lue  of  p r im a r y  
commodi t ies" ,  he t e l l s  us above,  " i s  founded f i r s t  of  
a l l  on t h e i r  use va lue  and the expenses r e q u i r e d  to  
o b t a i n  them", or as he says pre v i ou s  to t h i s  summary,
" the  in d is pe n s ab le  c o s t s " . O n e  is led to under s tan d ,  
on read ing  through the whole of  h is  work t h a t ,  in the  
s t a t e  of  p e r f e c t  c o m p e t i t i v e  e q u i l i b r i u m ,  exchange 
v a lu e  as de termined by the demand s ide ( i . e .  normal  
p r i c e )  w i l l  p r e c i s e l y  correspond to the costs  of  
p r o d u c t i o n ,  the wage of  an a r t i s a n  or the  p r o f i t s  of
a c a p i t a l i s t  being inc luded  w i t h i n  the i n d i s p e n s a b l e
. 44 costs  .
I t  is s i g n i f i c a n t  t h a t  the p h y s i o c r a t s  a lways,  
as did Le Trosne and Mi rabeau în the fo r e g o i n g  q u o t a t i o n s .
4:2» Le Trosne mahes i t  c lear that he is  de fin ing  value in  terms o f
exchange value:  ^ ^ ^
^ e s  productions acquirent donc-^l'etat so c ia l une q u a lité  nouvelle, 
qui n a ît  de la  consommation des hommes entre eux: c e tte  q u a lité  est
la^pgl&ur, qui f a i t  que le s  productions de^ennent r i c h e s s e s , et 
q u 'i l  n 'y  a p lus propêment de superflu , puisque l ' excédant devient 
le  moyen d 'o b ten ir ce qui manque,"
"La valeur consiste dans le  rapporte d 'exchange qui se trouve 
entre te l le  chose et t e l le  au tre , entre t e l le  mesure d'une production  
et t e l le  mesure des a u tre s ,"
"Le p r ix  est l ' expression de va leur: i l  n 'e s t pas d is t in c t  dans
1 ' exchange, chaque chose est réciproquement le  p r ix  de l a  marchandise; 
dans la  vente, le  p r ix  est en a rg e n t,"  Ib id ,. p , 889
43» Ib id ,. p , 893,
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brought  the level  of e f f e c t i v e  demand in to  t h e i r  study  
o f  exchange v a l u e .  There are two reasons f o r  t h i s .
F i r s t  of  a l l ,  they were concerned wi th  the problem of  
economic f l u c t u a t i o n s ,  and could never a l l o w  themselves,  
even f o r  the sake o f  a b s t r a c t  argument,  to take f u l l  
employment f o r  gra nt e d .  But ,  in s t i l l  another  sense 
they and most of  the o t her  s u b j e c t i v e  t h e o r i s t s  of  t h e i r  
day,  n o t a b ly  V e r r i  and G a l i a n i ,  used u t i l i t y  theor y  to  
study the f a c t o r s  t h a t  determine  the level  of  consumer 
demand. They were i n t e r e s t e d  in h i s t o r i c a l  changes in 
soc ia l  phsychology as i t  a f f e c t s  a p e o p l e ' s  d e s i r e  f o r  
goods and w i l l i n g n e s s  to work f o r  them. V e r r i ' s  gr e a t  
enthusiasm was his  theory t h a t  the i n f l u x  o f  p rec ious  
met a l s  from the New World had s t i m u l a t e d  economic a c t i v i t y  
and broadened the market and thereby  c re a t e d  new wants.
44» Sarm o f  the other physiocrats s ta te  th is  e x p lic it ly  (though o f  
course th e ir  concept o f  natu ra l p ric e  was complicated by the notion  
th a t a l l coats can u ltim a te ly  be reduced to prim ary coimodity values, 
no jnatter haw they might be a ffec ted  by what happens on the demand 
s id e ). M ercier says :
Je commence par observer que le  p r ix  des ouvrages de l 'in d u s tr ie  
n 'e s t po int un p r ix  a r b it r a ir e ,  qui puisse augmenter au gre de 
l 'o u v r ie r ,  ou diminuer au gre des acheteurs: nous devons au co ntra ire
le  regarder comme^  étant jm  p r ix  nécessaire, parce q u 'i l  est 
nécessairement determine par^toutes des dépenses dont i l  faut que 
l 'o u v r ie r  s o it indemisé: dépensés qui sont eiiesHJî&a reglees par le
concurrence,de maniéré que^chaque ouvrier n 'e s t pas l ib r e  de le s  
augmenter selon sa volonté. Le p r ix  nécessaire de chaquf ouvrage 
n 'e s t donc  ^au tre  chose qu'un somme to ta le  de p lusieurs dépenses 
additionnées ensemble, et dont le  vendeur de l'ouvrage a d ro it^ ^ e x ig e  
des consomnateurs le  remoursement, parce q u 'i l  est répu té  le s  avo ir  
fa i te s ,  des q u 'e lle s  n'excédent po int la  measure f ix e e  par la  
concurrence des hommes de sa profession, Ih id ,. p , 587»
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And h is  co m p a t r i o t  G a l î a n î  d e l i g h t e d  în s p e c u l a t i n g  on 
what would happen î f  a Moslem community were con ver ted  
to C h r i s t i a n i t y  and a c qu i re d  a t a s t e  f o r  wine.  Le Trosne ' s 
di s c u s s io n  about the i n t r o d u c t i o n  of  tobacco is another  
example of  t h i s  sor t  of  rea so n in g .  The i r  t a l k  almost  
reminds one of  Bernard M a n d e v i l i e ' s  l e c t u r e s  about  
p r i v a t e  v ic e  being a p u b l i c  v i r t u e .
in any e v e n t ,  the re  is noth ing to the charge ,  
f r e q u e n t l y  made, t h a t  the unique p r o d u c t i v i t y  d o c t r i n e  
p r e j u d i c e d  the p h y s i o c r a t s  a g a i n s t  commerce and i n d u s t r y .  
They were only  concerned t h a t  these two s e cto rs  of  the  
economy should not be s u b s id iz e d  by p o l i c i e s  t h a t  would 
be harmful  to a g r i c u l t u r e .  Th e i r  theory  of  consumer 
demand gave them p o s i t i v e  reason f o r  t h i n k i n g  t h a t  
commerce, i n d u s t r y ,  and a g r i c u l t u r e ,  are complementary  
to one a n o th e r .  They c o n s i s t e n t l y  argued t h a t  the 
broadening of  the mar ket ,  occasioned by a p r o p o r t i o n a t e  
development of  in d u s t r y  and expansion of  t r a d e ,  would 
c r e a t e  new wants w i th  not h ing  but b e n e f i c i a l  r e s u l t s ;  
as the A u s t r i a n s  would have i t ,  economic m o t i v a t i o n -  
would be imputed from consumer goods of  the f i r s t  o rder  
to raw m a t e r i a l s  of  the N - th  o r d e r .  The f o l l o w i n g  
q u o t a t i o n ,  i l l u s t r a t i n g  t h i s  p e r s p e c t i v e ,  might  be 
b e t t e r  understood in the o r i g i n a l  French :
Le Commerce & l ' I n d u s t r i e  n ' a j o u t e n t  r i e n  
au p r o d u i t s ;  i l s  leur  donnent la v a l e u r ;  r i e n  
quant au f o n d ,  mais t o u t  quant a la forme.
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r i e n  à leur  qual i té*^ de b i e n s ,  maîs i l s  peuvent  
seul lui  a t t r i b u e r  de r i c h e s s e  . . . . . .
Le Commerce est  donc le truchement  & le ,  
c o l p o l t e r  des besoins des hommes; i l  est  I ' a i g i I  1 on 
de leur  d e s i r e ,  & par la m ^ e  de leur  t r a v a i l .
I l  donne du p r i x  a t o u t ,  en o f f r a n t  p a r t o u t  en 
exchange d'un i n u t i l e  s u p e r f l u ,  queque chose qui  
r e ç o i t  un p r i x  de la n é c e s s i t é  & de l ' o p î n i o n .
C ' e s t  ce p r i x  qu'on a p p e l l e  v a l e u r , c ' e s t  c e t t e  
v a l e u r  qui c o n s t i t u e  la r  i chesse; & ce n ' e s t  que 
sur c e t t e  r i c h e s s e ,  que le f i s c  peur s ' a s s o i r  & 
regner  avec r e g i e  & pu issance .  C ' e s t  par  la 
que le Commerce, t r a v a i l  second, est  le moteur  
du t r a v a i l  p r e m i e r ,  & q u ' i l  o b l i g e  l'homme a 
provoque,  par les plus c o n t i n u e l ,  & plus o p i n i â t r e s
45
e f f o r t s ,  les p r o d u i t s ,  seul biens d ' i c i - b a s .
Mirabeau accepts the f a c t  th a t  commerce and in d u s t r y  
pro v id e  new use values  ( f o r m e ) .  He says they produce no 
m a t e r i a l  product  ( p r o d u i t s ) ,  no r e a l  we a l th  ( b i e n s ) ;  y e t , 
only  these two k inds o f  " s t e r i l e "  labour can g i v e  t h i s  
r e a l  m a t e r i a l  we a l th  the a t t r i b u t e  of  exchange va lue  or 
income ( v a l e u r ,  r i c h e s s e ) .  He argues t h a t  commerce is  
the spur to man's d e s i r e s  and by the same token to h is  
i n d u s t r y .  L ike  most of  h is  contemperar  i es,  he propounded
45» Mirabeau, Theorie de l'IinD ot (P a ria  1760), pp, 93-99
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the t h e s i s  t h a t  the f u n c t i o n  of  commerce is  to pro v ide  
a market  f o r  an ac tu a l  or p o t e n t i a l ,  " u se le s s  s u r p lu s " ;  
in o ther  words i t  broadens the market .  Commerce, he 
says,  is J_e moteur of  p r imary  labour ( i . e .  a g r i c u l t u r a l  
p r o d u c t i o n ) .  Mirabeau is as e n t h u s i a s t i c  about the  
p r o d u c t i v e  s t imulus  Induced by commerce and i n d u s t r y  
as h i s  contemporar ies  Count V e r r i  and Abbe G a l i a n i  
bu t ,  a d m i t t e d l y ,  f o r  reasons p e c u l i a r  to the p h y s i o c r a t s .  
He d e s i r e d  the p r o s p e r i t y  of  these s e c to rs  not  merely  
f o r  t h e i r  own sake,  but because they prov id e  an imputed 
va lue  f o r  a g r i c u l t u r a l  commodi t ies ,  the p r od uc t i on  of  
which pr ov id es  an income to which a i l  o th er  s ec tor s  are  
s t i p e n d a r y .  A l l  i n q u i r y  i n t o  va lue  r e t u r n s  to t h i s  
f i r s t  assumption.
3.  Demand Schedules and Quesnay's Ideas on Ren t .
We have observed t h a t  the p h y s i o c r a t s  u s u a l l y  
a s s o c ia t e d  the emergence o f  r e n t  w i th  the " c r e a t i o n "  
of  a surp lus  physical  product  in the a g r i c u l t u r a l  s e c t o r .  
The uniqueness of  t h i s  m a t e r i a l  product  was conf i rmed  
in t h e i r  eyes by the knowledge th a t  under c e r t a i n  
c o n d i t i o n s  a l l  taxes would f a l l  on the net  r en t  o f  land.  
The most t h a t  can be said f o r  t h i s  body o f  t heo ry  is t h a t  
i t  p ro v ides  the f i r s t  premise f o r  a complete th e o r y  of  
r e n t .  The one p a r t i c l e  of  t r u t h  i n t i m a t e d  by the  
p h y s i o c r a t s *  t a l k  about r e n t  being a " g i f t  f rom n a tu r e "
(a t r u l y  u n f o r t u n a t e  use of  language)  Is the r e c o g n i t i o n  
o f  the product  iveness of  land.  No one would every  deny
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t h a t  the product ion  of  an a g r i c u l t u r a l  sur p lu s  is 
necessary  f o r  r e n t s  to be p a i d .  But t h i s  is merely  
a necessary c o n d i t i o n  and not a s u f f i c i e n t  c o n d i t i o n .
To Quesnay's c r e d i t ,  he went a long way towards p r o v i d i n g  
a more complete the or y  of  r e n t . C o n t r a r y  to what one 
i s  taught  to expect  from a p h y s i o c r a t ,  he advanced the  
theory  t h a t  the amount of  r e n t  paid to a l a n d l o r d  dur ing  
the p e r i o d  of  a lease depends upon the i n t e n s i t y  of  
demand f o r  a g r i c u l t u r a l  produce p r e v a i l i n g  through the
4é
p e r i o d ,  using demand schedules to d e f i n e  demand c o n d i t i o n s .  
For a g r i c u l t u r e  to a f f o r d  a r e n t ,  the i n t e n s i t y  of  demand 
would have to be o f  such i n s a t i a b i l i t y  as to m a i n ta i n  
p r i c e s  j j i  the face o f  i ncrea s i nq product  i on (which,  of  
c ou rse ,  was one of  the aims of  h is  economic p o l i c y ) .
This r e q u i r e d  a c e r t a i n  p r i c e - q u a n t i t y r e l a t i o n s h i p  in 
the demand schedules f o r  a g r i c u l t u r a l  p r o d u c t s ,  which 
Quesnay thought could on ly  occur were France to a l l o w  
f r e e  domestic and i n t e r n a t i o n a l  t ra d e  f o r  i t s  g r a i n s  
( g r a i n  being i t s  most impor tant  a g r i c u l t u r a l  commodity) .
We need on ly  reproduce h is  two demand schedules ,  one f o r
46» The demand schedule ukjls f i r s t  conceived by Gregory King, though 
i t  is  l ik e ly  Quesnay acquired h is  knowledge o f  i t  from Davenant, I t  
is  nearly  the same th ing as the M arshallian schedule which shows the 
fu n c tio n a l re la tio n sh ip  between the quantity  o f  a  commodity supplied 
and the p ric e  offered fo r  i t  as o f  a moment o f  tim e. The King-Quesnay 
device pretends to be a s ta t is t ic a l  demand schedule; the fu nction a l 
re la tio n sh ip  between qu an tity  and p ric e  is  co llec ted  fo r  d iffe re n t  
years, Quesnay used th is  time dimension to bring dynamic problems 
in to  consideration. For instance, i t  allowed him to ask how increasing  
a g ric u ltu ra l production occasioned by the accumulation o f  c a p ita l would 
a ffe c t rents»
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France where the commerce of  g r a in  was r e s t r i c t e d  
and the other  f o r  England whee i t  was f r e e ,  to show 
t h a t  meaningful  conclusions can be r e a d i l y  drawn from 
t h i s  a n a l y t i c a l  device :
Pour determiner auec d 'exactitude le  p r ix  commune 
du blé dans l 'ê t a t  actuel de la  grande cu ltu re  en 
Fronce, lorsque l ' exportation est défendue, i l  fa u t 
fa ir e  a tten tio n  aux varia tions des produits des récoltés  
ét du p r ix  du b lé, selon que les  années sont plus ou 











Abondante 7 l i v 10 l i v . 70 l i v . 60 l i v . 10 l i v .
Bonne 6 12 72 12
Moyenne 5 15 75 15
Faible 4 20 80 20
Mauvaise 3 30 90 50
Total pour
le s  5 années 25 87 387 87
He int roduces his second demand schedule wi th a 
short  d iscussion of  the c on d i t io n s  which i n f lu e n c e  the 
i n t e n s i t y  of  consumer demand.
Pour determiner plus sûrement le  p r ix  commune du 
b lé , l'e x p o rta tio n  étant permise, i l  fa u t f a i r e
47, P a ire , Physiocrat es, p, §55.
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a t t e n t i o n  aux v a r i a t i o n s  des p r o d u i t s  r é c o l t é s  
et  des p r i x  du b lé  selon ces p r o d u i t s .  On peut  
judger  de I ' é t a t  de ces v a r i a t i o n s  dans le cas 
de I ' e x p o r t â t  i on^ en se r é g l a n t  sur c e l l e s  qui  
a r r i v e n t  en A n g l e t e r r e ,  o"u e l l e s  ne s ' é t e n d e n t ,  
d e p u i t s  nombre d'années q u ' e v î r o n  d e p u i t s  18 
j u s q u ' à  22 l i v .  I l  es t  f a c i l e  de comprendre 
pourquoi  ces v a r i a t i o n s  y sont si peu con s i d é r a b I e s j  
l ' a g r i c u l t u r e  a f a i t  de t r è s  grands progrès dans 
ce royaume; les r é c o l t é s ,  quelque f a i b l e s  q u ' e l l e s  
y s o i e n t ,  sont t o u jo u r s  plus que s u f f i s a n t e s  pour  
la subs istance  des h a b i t a n t s .  Si n o t re  a g r i c u l t u r e  
é t a i t  en bon é t a t ,  nous r e c u e i l l e r i o n s ,  dans une 
mauvais annee, a peu près aut ant  de b l é  nous en 
f o u r n i t  a u j o u r d ' h u i  une bonne r é c o l t é .  A i n s i ,  
on ne p o u r r a i t ,  sans des a c c id e n ts  e x t r a o r d i n a i r e s ,  
éprouver  la d i s e t t e  dans un royaume ou les moindres  
r é c o l t e s ,  j o i n t e s  a ce qui r e s t e r a i t  nécessai rement  
des bonnes années s e r a i e n t  t o u jo u r s  au-dessus des 
besoins des h a b i t a n t s .  On peu en jug e r  par  
l ' e x p o s i t i o n  que nous a l l o n s  donner des v a r i a t i o n s  
des r é c o l t e s  que p r o d u i t  une bonne c u l t u r e ,  selon  
le d i v e r s i t é  des années.  On y remarquera qu'une  
mauvais r é c o l t é  de dix  m i l l i o n s  d ' a r p e n t s  donne 
quarante  m i l l i o n s  de sept i e r  s de b l e ,  sans la
r é c o l t e  d'un même q u a n t i t é  d ' a r p e n t s  ensemencés
, 48en g r a i n s  de mars.
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N o w  t h e r e  a r e  s e v e r a l  t h i n g s  t h a t  c a n  b e  r e a d  I I y
s e e n  i n  t h e s e  d e m a n d  s c h e d u l e s .  I n  t h e  c a s e  o f  F r a n c e
a  l a r g e  h a r v e s t  w i l l  c a u s e  p r o f i t s  a n d  r e n t s  t o  f a l l ,  w h i l e
f o r  E n g l a n d  t h e  c a s e  I s  r e v e r s e d .  " I n  t h e  a c t u a l  l a r g e -
s c a l e  f a r m i n g  ( g r a n d e  c u l t u r e )  i n  F r a n c e " ,  s a y s  Q u e s n a y
i n  a  n o t e  r e f e r r i n g  t o  t h e  s e c o n d  t a b l e ,  " i t  h a s  b e e n
n o t e d  a b o v e ,  t h e  f a r m e r  l o s e s  i n  t h e  g o o d  y e a r s ;  h e r e
h e  p r o f i t s ,  b u t  h e  l o s e s  i n  t h e  b a d :  a n d  s o ,  h e  h a s  a n
i n c e n t i v e  t h a t  t h e r e  b e  a  g r e a t  d e a l  o f  g r a i n ,  a s
o p p o s e d  t o ,  i n  t h e  o t h e r  c a s e ,  w h e r e  t h e  a b u n d a n c e  r u i n s
t h e  f a r m e r ,  s i n c e  i n  t h i s  l a t t e r  c a s e  h e  w i l l  o n l y  p r o f i t
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a  l i t t l e  i n  t h e  b a d  y e a r s " .  C a p i t a l  i n v e s t m e n t  w i l l
o b v i o u s l y ,  i n  t h e  c a s e  o f  F r a n c e ,  d e c r e a s e  r e n t s  a n d  
p r o f i t s  f o r  a g r i c u l t u r e  a s  a  w h o l e ,  w h e r e a s  I n  E n g l a n d  
t h e r e  i s  r e a l  i n c e n t i v e  t o  i m p r o v e  a g r i c u l t u r a l  m e t h o d s .
49, lo c , c i t ,
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A b o v e  a l l ,  Q u e s n a y  w a s  i n t e r e s t e d  i n  a s c e r t a i n i n g  t h e  
c o n d i t i o n s  u n d e r  w h i c h  i n v e s t m e n t  w o u l d  a f f o r d  a d e q u a t e  
p r o f i t s  a n d  i n c r e a s e d  r e n t s .  I n  o r d e r  t o  d o  t h i s  h e  
h a d  t o  a b a n d o n  h i s  u s u a l  p r e c o n c e p t i o n s  a n d  t a k e  i n t o  
a c c o u n t  t h e  d i s t i n c t i o n  b e t w e e n  t h e  p h y s i c a l  a n d  v a l u e  
p r o d u c t  o f  l a n d  ( e m p l o y e d  w i t h  c a p i t a l  a n d  l a b o u r ) .
L a n d ' s  s c a r c i t y  w a s  i m p l i e d ,  o r  r a t h e r ,  t a k e n  f o r  
g r a n t e d .  R e n t  i s  p a i d  t o  t h e  l a n d l o r d  a r g u e s  Q u e s n a y  
( S e e  t h e  q u o t a t i o n  o n  p a g e  8 5  t o  8 7  o f  t h i s  c h a p t e r ) ,  
w h e n  c o m p e t i t i o n  f o r  l a n d  o b l i g e s  t h e  c e p i t a  I i s t - f a r m e r  
t o  s u p p l y  t h e  f a c t o r s  o f  p r o d u c t i o n  a t  a  p r i c e  l e s s  t h a n  
t h e  m a r k e t  v a l u e  o f  t h e  p r o d u c e .  H e  s i m p l i f i e d  h i s  
d e m a n d - s c h e d u I e  e x p l a n a t i o n  o f  r e n t ,  b y  a s s u m i n g  a l l  
a g r i c u l t u r a l  l a n d  i s  o f  e q u a l  q u a l i t y .  T h i s  d o e s  n o t  
m e a n  t h a t  h e  d i d  n o t  r e a l i z e  b e t t e r  l a n d  w i l l  r e c e i v e  
a  p r e m i u m  f o r  i t s  d i f f e r e n t i a l  p r o d u c t i v i t y . ^ ^  I t  w a s  
s i m p l y  t h a t  h e  f o u n d  t h e  l e v e l  o f  r e n t s  t o  b e  c h i e f l y  
d e t e r m i n e d  b y  t h e s e  o t h e r  f a c t o r s *
W e  h a v e  s a i d  a b o v e  t h a t  Q u e s n a y  w a s  h i s  o w n  b e s t  
c r i t i c  o n  t h e  s u b j e c t  o f  r e n t .  H e  u s u a l l y  s t r e s s e d  l a n d ' s  
p r o d u c t i v e n e s s  i n  t e r m s  o f  p h y s i c a l  p r o d u c t ,  b u t  s e l d o m  
d i d  h e  c o m p l e t e l y  l o s e  s i g h t  o f  d e m a n d .  H e  w a s  t o o  
w o r r i e d  a b o u t  t h e  l e v e l  o f  a g g r e g a t e  d e m a n d  t o  b e  r e m i s s  
o n  t h a t  s c o r e .  T o  h i s  c r e d i t ,  h e  p r o v i d e s  u s  w i t h  t h i s
50, Ib id , pp, 259-262,
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d e m a n d - s c h e d u I e  e x p l a n a t i o n  o f  r e n t  i n  o n e  o f  h i s  f i r s t  
a r t i c l e s  P e r m i e r s .  M o r e o v e r ,  w e  h a v e  g o o d  r e a s o n  t o  b e  
p l e a s e d  f o r  t h i s  t h e o r y  g e n e r a l l y  a g r e e s  w i t h  o u r  o w n  
i d e a s  o n  t h i s  s u b j e c t .  P o s s i b l y ,  i t  i s  m o r e  j u s t  t o  
s a y  h e  u n d e r s t o o d  a l I  t h e  r e l e v a n t  f a c t s  a b o u t  r e n t  
b u t  s t r e s s e d  t h e  p h y s i c a l  p r o d u c t i v i t y  o f  l a n d  f o r  p e c u l i a r  
r e a s o n s  o f  h i s  o w n .  A n d  w e  c e r t a i n l y  h a v e  a  g o o d  i d e a  
w h a t  t h e s e  r e a s o n s  w e r e ,  s e e i n g  t h a t  h e  v i e w e d  t h e  e c o n o m i c  
p r o c e s s  i t s e l f  a s  t h e  p r o d u c t i o n  a n d  w o r k i n g  u p  o f  r a w  
m a t e r i a l s .
A s  i t  s t a n d ,  Q u e s n a y ' s  d e m a n d  s c h e d u l e  a n a l y s i s  
i s  m u c h  s u p e r i o r  t o  t h e  W e s t  R i c a r d i a n  t h e o r y .  A t  l e a s t  
i t  s a i d  n o t h i n g  t h a t  i s  d e f i n i t e l y  w r o n g .  H i s  t e c h n i q u e ,  
i f  u n d e r s t o o d ,  c o u l d  h a v e  c l a r i f i e d  t h o s e  c o n f u s e d  p o s t -  
R i c a r d i a n  s p e c u I  a t i o n s  a s  t o  w h e t h e r  o r  n o t ,  o r  u n d e r  
w h a t  c o n d i t i o n s ,  t h e  a p p l i c a t i o n  o f  c a p i t a l  t o  l a n d  w o u l d  
i n c r e a s e  r e n t s .  U n f o r t u n a t e l y ,  t h i s  u s e  o f  d e m a n d  s c h e d u l e s  
d i d  n o t  a t t r a c t  t h e  a t t e n t i o n  o f  Q u e s n a y ' s  s u c c e s s o r s .
I n  f a c t ,  n o n e  o f  Q u e s n a y * s  d i s c i p l e s ,  e x c e p t  T u r g o t f ^  
a p p r e c i a t e d  i t s  u s e f u l n e s s .  A s  f o r  t h e  o t h e r  p h y s i o c r a t s ,  
t h e i r  v e r b a l  a n a l y s i s  s u g g e s t s  t h e y  h a d  s o m e  s u c h  f r a m e w o r k  
i n  m i n d ,  b u t  t h e  q u a l i t y  o f  t h e i r  w o r k  s u f f e r e d  b y  n o t  
e m p l o y i n g  i t .  Q u e s n a y  f o u n d  o n l y  o n e  s u c c e s s o r  t o  c a r r y  
o n  w i t h  t h i s  a p p r o a c h  t o  t h e  p r o b l e m  o f  r e n t ,  T h o m a s  
M a l t h u s .  T h e  R i c a r d i a n  t h e o r y  w a s  t o  d o m i n a t e  t h e  n e x t  
c e n t u r y .  W e  s h a l l  d e f e r  o u r  c o m m e n t s  o n  t h e  M a l t h u s i a n  
t h e o r y  o f  r e n t  u n t i l  t h e  f i n a l  c h a p t e r ,
51» See Turgot's "Lettres sur la  L ib e rté  des Grains", rep rin ted  in  




Q u e s n a y * s  t h e o r y  o f  c a p i t a l  l a i d  t h e  f o u n d a t i o n s  
f o r  m o d e r n  t h o u g h t  o n  t h i s  p a r t  o f  e c o n o m i c  t h e o r y *  T h e  
m o d e r n  e c o n o m i s t ,  d i s c o v e r i n g  h e r e  i n  t h e  w o r k s  o f  Q u e s n a y  
r e a s o n i n g  o n  t h e  s u b j e c t  s i m i l a r  i n  k i n d  t o  h i s  o w n ,  
o f t e n  c r e d i t s  h i m  w i t h  t h e  f i r s t  d e t a i l e d  s t u d y  o f  c a p i t a l *  
I n  a  b r o a d e r  s e n s e  t h i s  i s  n o t  q u i t e  t r u e ,  s i n c e  t h e  
m o b i l i z a t i o n  o f  m e r c a n t i l e  c a p i t a l  w a s  a  p r i m a r y  c o n c e r n  
o f  m e r c a n t i l i s t  t h e o r y  a n d  p o l i c y .  Q u e s n a y ' s  o r i g i n a l  
c o n t r i b u t i o n  w a s  h i s  e x p o s a l  o f  t h e  n a t u r e  o f  R e a l  
C a p i t a l ,  t h e  f a c t o r  o f  p r o d u c t i o n ,  a s  o p p o s e d  t o  c a p i t a l  
i n  i t s  m o n e t a r y  a s p e c t .  H e  w a s  t h e  f i r s t  e c o n o m i s t  
f u l l y  t o  a p p r e c i a t e  t h e  s i g n i f i c a n c e  o f  E n g l a n d ' s  
a g r i c u l t u r a l  r e v o l u t i o n  a n d  t h e r e b y  b e c a m e  t h e  f i r s t  
( C a n t  i I  I o n  a n d  B o i s g u i I  I e b e r t * s  p a s s i n g  m e n t i o n  o f  
f i x e d  c a p i t a l  n o t w i t h s t a n d i n g )  t o  t h e o r i z e  o n  a  s p e c i f i c  
s i t u a t i o n  i n  w h i c h  i n t e n s i v e  i n v e s t m e n t  i n  t h e  c a p i t a l  
m e a n s  o f  p r o d u c t i o n  w o u l d  g a i n  a  g r e a t  i n c r e a s e  i n  w e a l t h .  
H e  a s c e r t a i n e d  t h e  e c o n o m i c  c o n d i t i o n s  n e c e s s a r y  f o r  t h e  
a c c u m u l a t i o n  o f  c a p i t a l  e n d  t o  s o m e  e x t e n t  p e r c e i v e d  t h e  
s o c i o l o g i c a l  i m p l i c a t i o n s  o f  c a p i t a l i s t i c  a g r i c u l t u r e .
T h e  r e a d e r  m a y  f i n d  i t  h a r d  t o  r e c o n c i l e  t h i s  p r e ­
o c c u p a t i o n  w i t h  t h e  a c c u m u l a t i o n  o f  c a p i t a l  w i t h  h i s  s t a t e ­
m e n t s  t o  t h e  e f f e c t  t h a t  l a n d  i s  t h e  s o u r c e  o f  a l l
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p r o d u c t i o n  e n d  v a l u e s ,  b u t ,  a s  w e  h a v e  s u g g e s t e d  I n  t h e  
p r e c e d i n g  c h a p t e r ,  o w i n g  t o  h a s t y  r e a s o n i n g  s i m i l a r  t o  
t h a t  o f  t h e  l a b o u r - c o s t  t h e o r i s t s ,  h e  s i m p l y  d i d  n o t  
n o t i c e  t h a t  h i s  C o m m o d i t y - C o s t  T h e o r y  o f  V a l u e  w a s  a t  
v a r i a n c e  w i t h  t h e  f a c t s  o f  c a p i t a l i s t i c  p r o d u c t i o n ,  
a n d  s o ,  o n  a  m o r e  m u n d a n e  p l a n e  w a s  a b l e  t o  p r o c e e d  w i t h  
a  c o n f i d e n t  e x a m i n a t i o n  o f  t h e s e  f a c t s .
T h i s  i n q u i r y  i n t o  c a p i t a l  g r e w  n a t u r a l l y  f r o m  
Q u e s n a y ' s  d i a g n o s i s  o f  t h e  e c o n o m i c  i l l s  o f  t h e  A n c i e n  
R e g  i  m e .  F o l l o w i n g  B o  I s g u i I  I e b e r t ,  h e  s u r m i s e d  t h a t  
F r a n c e  h a d  b e e n  p a s s i n g  t h r o u g h  a n  a l m o s t  c o n t i n u o u s  
e c o n o m i c  d e c l i n e  s i n c e  t h e  G o l d e n  A g e  o f  t h e  S u n  K i n g  
a n d ,  l i k e  h i s  p r o g e n i t o r ,  h e  p u t  m o s t  o f  t h e  b l a m e  f o r  
t h i s  s t a t e  o f  a f f a i r s  o n  t h e  r a p a c i o u s  s y s t e m  o f  t a x a t i o n .  
I t  w a s  n o t  s i m p l y  t h a t  t a x a t i o n  w a s  e x c e s s i v e  b u t ,  m o r e  
i m p o r t e n t ,  i t  w a s  w r o n g l y  a s s e s s e d .  T h e  e x i s t i n g  t y p e s  
o f  t a x a t i o n  l e n t  t h e m s e l v e s  t o  e v a s i o n  a n d  c o r r u p t i o n  a n d ,  
a c c o r d i n g  t o  h i s  i d e a s  o n  t h e i r  i n c i d e n c e ,  a l l  t h e  
u n n e c e s s a r y  e x p e n s e s  t h e r e b y  i n c u r r e d  w o u l d  f a l l  u p o n  
l e n d  r e n t .  T h e  l a n d l o r d ,  Q u e s n a y  r e a s o n e d ,  w o u l d  t r y  
t o  m a i n t a i n  h i s  i n c o m e  a t  t h e  e x p e n s e  o f  h i s  t e n a n t s .
T h e  p e a s a n t  o r  c a p  i t a  I i  s t - f a r m e r ,  a s  t h e  c a s e  h a p p e n e d  t o  
b e ,  w o u l d  f i n d  i t  i m p o s s i b l e  t o  m a i n t a i n  h i s  f l o c k ,  h e r d ,  
a n d  w o r k i n g  a n i m a l s ,  t o  k e e p  u p  t h e  n e c e s s a r y  i m p r o v e m e n t s  
o n  f h e  l e n d  a n d  f a r m  b u i  I d l n g s  e t c . *  i n  a  w o r d ,  t h e  
a s s e s s m e n t  o f  t a x e s  w a s  s u c h  a s  t o  d e p I e t e  c a p  i t a  I .
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M o r e o v e r ,  Q u e s n a y  w a n t e d  t o  g o  b e y o n d  t h e  m e r e  r e s t o r a t i o n  
o f  a g r i c u l t u r e  t o  i t s  f o r m e r  s t a t e  o f  p r o s p e r i t y .  H e  
w a s  g r e a t l y  i m p r e s s e d  b y  c o n t e m p o r a r y  r e p o r t s  o n  E n g l i s h  
" h i g h  f a r m i n g " .  B r i e f l y ,  t h e s e  a r e  t h e  e s s e n t i a l s  o f  
t h e  n e w  t e c h n o l o g y ,  a s  Q u e s n a y  u n d e r s t o o d  t h e m .  F i r s t  
o f  a l l ,  t h e  g r a n d e  c u 1 t u r e j  a s  h e  c a l l e d  i t ,  a s  o p p o s e d  
t o  P e t i t e  c u l t u r e ,  u t i l i z e d  h o r s e s  r a t h e r  t h a n  o x e n .
H e  t h o u g h t  h o r s e s  w o r k e d  f a s t e r  a n d  s a v e d  l a b o u r .  I n  t h e  
l o n g  r u n ,  t h e y  w e r e  m o r e  e c o n o m i c a l ,  b u t ,  c h a r a c t e r i s t i c  
o f  t h i s  m o d e  o f  f a r m i n g ,  t h e y  r e q u i r e d  a  g r e a t e r  i n i t i a l  
i n v e s t m e n t .  G r a i n s  a n d  l i v e s t o c k  w e r e  t o  b e  f a r m e d  
t o g e t h e r ,  s i n c e  t h e s e  t w o  m e i n  c r o p s ,  a l o n g  w i t h  t u r n i p  
c u l t u r e  a n d  i m p r o v e d  f o r a g e ,  h a d  a  s y m b i o t i c  r e l a t i o n s h i p  
b y  w h i c h  a  g r e a t e r  p r o d u c t i o n  o f  b o t h  c o u l d  b e  a c h i e v e d  
t h a n  i f  e a c h  w e r e  f a r m e d  s e p a r a t e l y .  A n i m a l  h u s b a n d r y  
p r o v i d e d  m a n u r e ,  a n d ,  i n  t u r n ,  i m p r o v e d  c r o p s  a n d  
m e t h o d s  o f  c u l t i v a t i o n  p r o d u c e d  a n i m a l  f o o d  i n  a n  a b u n d a n c e  
t h a t  c o u l d  n o t  b e  o b t a i n e d  b y  t h e  l e s s - r a t i o n a l I z e d ,  s m a l l  
s c a l e  F r e n c h  a g r i c u l t u r e .  A l l  t h i s  p r e s u p p o s e d  o f  c o u r s e  
t h a t  t h e  o p e n - f i e l d  s y s t e m , w h i c h  w a s  s t i l l  c o m m o n  i n  m a n y  
a r e a s  o f  F r a n c e ,  w o u l d  g i v e  w a y  t o  e n c l o s u r e ,  s o  t h a t  
t h e  f a r m e r  c o u l d  a c c o m o d a t e  t e c h n o l o g i c a l  a n d  c o m m e r c i a l  
e x i g e n c i e s .  Q u e s n a y  s a w  m a n y  e c o n o m i e s  o f  l a r g e - s c a l e
p r o d u c t i o n .  C e r t a i n  f i x e d  c o s t s ,  s u c h  a s  t h e  e m p l o y m e n t
i. See the a r t ic le s  Grains and Fenniers, These a r t ic le s  contain most 
o f Quesnay's arguments fo r  the grande c u ltu re . They were f i r s t  published 
in  D idero t's  Encyclopédie, 1756, Republished in  Eugene D a ire ,
Physiocrat es (P a ris , 1846), and A, Oncken, Oeuvres de Quesnay (P aris  1888),
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o f  Ô s h e p h e r d ,  m i g h t  b e  s p r e a d  o v e r  a  g r e a t e r  n u m b e r  o f  
2
u n i t s ,  a n d  t h e  d i v e r s i f i c a t i o n  o f  c r o p s  p r o v i d e d
3
i n s u r a n c e  a g a i n s t  a  l o w  p r i c e  f o r  g r a i n s .  I n  s u m  a n d  
s u b s t a n c e :  t h e  i n t r o d u c t i o n  o f  t h i s  p r o f i t a b l e
t e c h n o l o g y  w o u l d  n o t  b e  j u s t  a  m a t t e r  o f  i n c r e a s i n g  
p r o d u c t i v e  e x p e n d i t u r e  o n  t h e  e x i s t i n g  e c o n o m i c  u n i t s ;  
t h e  g r a n d e  c u l t u r e  w a s  b y  i t s  n a t u r e  l a r g e - s c a l e  
p r o d u c t i o n  w h i c h  w o u l d  r e q u i r e  a  f a r m i n g  c l a s s  w h i c h  c o u l d  
a m a s s  l a r g e  q u a n t i t i e s  o f  c a p i t a l .
Q u e s n a y  l o o k e d  a t  t h e  c i r c u m s t a n c e s  o f  t h e  
d e p r e s s i o n  a n d  t h e  p r o s p e c t s  f o r  t h e  i n t r o d u c t i o n  o f  
t h e  g r a n d e  c u I t u r e  i n  a  v e r y  d i s t i n c t i v e  l i g h t .  H e  w a s  
i m p r e s s e d  b y  t h e  m a t e r i a !  n a t u r e  o f  a g r i c u l t u r e ' s  m e a n s  o f  
p r o d u c t i o n .  P r o d u c t i v e  w e a l t h  w a s  s e e n  a s  a n  a c c u m u l a t i o n  
o f  m a t e r i a l  i m p r o v e m e n t s  o n  t h e  l a n d  a n d  p h y s i c a l  
p o s s e s s i o n s  s u c h  a s  c a t t l e  a n d  w o r k i n g  a n i m a l s .  T h e  
p r o d u c t i v e  p r o c e s s ,  a s  d e s c r i b e d  b y  t h e  t a b  I e a u ,  w a s  
s t a r t e d  b y  a n  o r i g i n a l  a m e l i o r a t i o n  o f  t h e  l a n d  a n d  
s u s t a i n e d  b y  a n n u a l  c a p i t a l  a d v a n c e s .  T h e  a v a n c e s  
f  o n e  i è r e  s  w e r e  t h e  i n i t i a l  i n v e s t m e n t s  i n  c l e a r i n g  t h e  
l a n d ,  i n  b u i l d i n g s ,  d r a i n i n g  a n d  t h e  l i k e ,  t h a t  o c c u r  
o n l y  o n c e  o r  a f t e r  l o n g  p e r i o d s  o f  d e p r e c i a t i o n .  T h e  
a v a n c e s  p r i m i t i v e s  a r e  f a i r l y  l o n g  t e r m  i n v e s t m e n t s  l i k e  
c a t t l e  a n d  f a r m  m a c h i n e r y ,  a n d  t h e  a v a n c e s  a n n u e l i e s  a r e  
t h o s e  t h a t  o c c u r  a n n u a l l y  o r  f r e q u e n t l y ,  e . g .  s e e d  a n d  
l a b o u r .  A n d  t h e  a v a n c e s  s o u v e r a \ n s  a r e  p u b l i c  
e x p e n d i t u r e s  o n  r o a d s ,  c a n a l s ,  e x p e r i m e n t  s t a t i o n s  e t c .
2 , D a ire , o p ,  c i t , ,  pp, 239, 374.
3. I b i d , , pp, 232, 233,
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w h i c h  p r o v i d e  e x t e r n a l  e c o n o m i e s  f o r  a g r i c u l t u r e ' s  
p r o d u c t i o n  a n d  t h e  m a r k e t i n g  o f  I t s  p r o d u c e .  I n  
e s s e n c e ,  h e  v i s u a l i z e d  c a p i t a l  a s  p r o d u c t i v e  s t u f f ,  
t o  l i v e  o n  o r  t o  w o r k  w i t h .  H e  e x p r e s s e d  i t s  v a l u e  i n  
t e r m s  o f  m o n e y ,  b u t  s t i l l  h e  n e g l e c t e d  i t s  m o n e t a r y  
a s p e c t ,  w i t h  p r e j u d i c e .  T h e  u n i q u e n e s s  o f  t h i s  
p e r s p e c t i v e  c a n  b e  b e t t e r  s e e n  b y  c o m p a r i n g  i t  w i t h  t h e  
m e r c a n t i l i s t ' s  o r  b a n k i n g  t h e o r i s t ' s  v i e w  o f  t h e  s u b j e c t .  
T h e  l a t t e r  w e r e  a c c u s t o m e d  t o  t h i n k i n g  o f  c a p i t a l  i n  
i t s  m o n e t a r y  m e a n i n g ,  a  q u a n t i t y  t h a t  f l u c t u a t e s  w i t h  
t h e  c u r r e n t s  o f  t r a d e  a n d  t h e  a v a i l l b i l l t y  o f  c r e d i t .
T h e  m a i n  f u n c t i o n  o f  c a p i t a l ,  i n  t h e i r  v i e w  o f  t h e  m a t t e r ,  
w a s  t o  f a c i l i t a t e  t h e  f l o w  o f  c o m m o d i t i e s ,  t o  e n a b l e  t h e  
m e r c h a n t  t o  b u y  g o o d s  f r o m  t h e  p r o d u c e r  e n d  d i s p l a y  t h e m  
b e f o r e  t h e  c u s t o m e r .  T h e  m i d d l e m a n ,  t h e  h u c k s t e r ,  
p r o v i d e d  t h e  p u l s a t i n g  f o r c e  t h a t  i m p e l l e d  c i r c u l a t i o n  
t h r o u g h  t h e  e c o n o m i c  b o d y .  T h e y  g e n e r a l l y  a s s u m e d  
p r o d u c t i o n  ( p r i m i t i v e  a s  i t  w a s )  w o u l d  t a k e  c a r e  o f  
i t s e l f ,  p r o v i d e d  a  m a r k e t  f o r  c o m m o d i t i e s  c o u l d  s o m e w h e r e  
b e  f o u n d .  I n  c o n t r a s t  t o  t h i s  e v a l u a t i o n  o f  a  p a r t i c u l a r  
h i s t o r i c a l  s i t u a t i o n ,  t h e  c o n d i t i o n s  f o r  p r o d u c t i o n  b r o u g h t  
i n  b y  t h e  a g r i c u l t u r a l  r e v o l u t i o n  a c c e n t u a t e d  t h e  
i m p o r t a n c e  o f  r e a l  c a p i t a l .  T h e  p h y s i o c r a t ,  a s k e d  t o  
e x p l a i n  t h e  t e c h n o l o g i c a l  f a c t s  a c c o u n t i n g  f o r  t h e  g r o w t h  
i n  t h e  c a p i t a l  e s t a b l i s h m e n t ,  w o u l d  d w e l l  o n  t h e  b r e e d i n g  
o f  h o r s e s  a n d  t h e  c u l t i v a t i o n  o f  g r a i n s .  T h e  s i m i l a r i t y  
o f  t h i s  v i e w  o f  t h e  m a t t e r  t o  t h e  p r e c o n c e p t i o n s  o n  c a p i t a l
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t h a t  f o I  I o w e d / t h e  1 9 t h  c e n t u r y  i s  i m m e d i a t e l y  a p p a r e n t  
w h e n  o n e  r e f l e c t s  t h a t ,  w i t h  t h e  i n d u s t r i a l  r e v o l u t i o n ,  
e c o n o m i s t s  b e g a n  t o  a s s o c i a t e  t h e  a c c u m u l a t i o n  o f  
c a p i t a l  w i t h  t h e  m a k i n g  o f  m a c h i n e s .  I n  o t h e r  w o r d s ,  
a n o t h e r  t y p e  o f  R e a l  C a p i t a l ,  A s  w e  h a v e  p o i n t e d  o u t  
b e f o r e ,  t h i s  e m p h a s i s  o n  t h e s e  n e w  c o n d i t i o n s  f o r  
p r o d u c t i o n  w a s  n o t  a t  a l I  i n c o m p a t i b l e  w i t h  m o s t  o f  w h a t  
t h e  m o n e t a r y  t h e o r i s t s  h a d  t o  s a y  o n  t h e  s u b j e c t  o f  
c a p i t a l ;  t h e  s e  t w o  s c h o o l s  o f  t h o u g h t  s h o u l d  h a v e  
c o m p l e m e n t e d  o n e  a n o t h e r .  B u t  Q u e s n a y  w a s  s o  p r e ­
o c c u p i e d  w i t h  t h e  n e w  t e c h n o l o g y ,  o f  w h i c h  t h e  m a i n  
l i m i t a t i o n  t o  t h e  i n c r e a s e  o f  w e a l t h  w a s  t h e  m a t e r i a l  
m e a n s  o f  p r o d u c t i o n ,  t h a t  h e  n e g l e c t e d  t o  f o l l o w  t h i s  
l i n e  o f  i n q u i r y . "  A n y w a y ,  t h e  s c h e m e s  o f  J o h n  L a w  &  C o .  
w e r e  s u s p e c t  a s  a n  i m m o r a l  a t t e m p t  t o  g e t  s o m e t h i n g  f o r  
n o t  h  i n g ,
H e r e ,  a  f e w  w o r d s  m i g h t  b e  s a i d  a b o u t  t h e  
m e t h o d o l o g y  b y  w h i c h  Q u e s n a y  c o n c e p t u a l i z e d  h i s  t h e o r y  
o f  c a p i t a l .  O n e  i s  i m m e d i a t e l y  i m p r e s s e d  b y  h i s  f a c t -  
m i n d e d n e s s ,  t h e  a f o r e - m e n t i o n e d  a r t i c l e s  F e r m i e r s  a n d  
G r a  i n s  b e i n g  g o o d  e x a m p l e s  o f  t h e  g e n r e  o f  h i s  w o r k .  
Q u e s n a y ' s  a b i l i t y  t o  g e n e r a l i z e  f r o m  w h a t  m i g h t  b e  
d e s c r i b e d  a s  i n s t i t u t i o n a l  s t u d i e s  g i v e s  h i s  w o r k  a  g r e a t e r  
c a t h o l i c i t y  t h a n  c o u l d  b e  a c h i e v e d  b y  t h e  p u r e l y  s t a t i s t i c a  
m e t h o d s  o f  h i s  f o r e r u n n e r  B o i s g u i I  I e b e r t .  O n e  c a n  e a s i l y  
f o l l o w  t h e  d e v e l o p m e n t  o f  t h i s  t h e o r y  o f  c a p i t a l  f r o m  h i s  
m i n u t e  e x a m i n a t i o n  o f  t h e  d e t a i  I s  o f  t h e  g r a n d e  c u  I t u r e  *“
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t h e  t y p e s  o f  c r o p s  a n d  f a r m i n g  t e c h n i q u e s ,  t h e  y i e l d s  
p e r  a c r e  a n d  t h e  e x p e n s e s  o f  c u l t i v a t i o n ,  e t c . *  a n d ,  
o n  t h e  s o c i o l o g i c a l  l e v e l ,  h e  e v e n  e x a m i n e d  t h e  p e r s o n a l  
q u a l i t i e s  t h a t  w o u l d  b e  d e s i r e d  f o r  t h e  c a p i t a l I s t - f a r m e r .  
T h e  m o n o l o g u e s  t h a t  s o m e  o f  h i s  l e s s e r  f o l l o w e r s  s u b m i t t e d  
t o  t h e  Ê p h è m è r  i d e  s  d u  C i  t o y e n ^  a r e  p o s i t i v e l y  a c a d e m i c  
i n  t h e i r  s e a r c h  f o r  w i s d o m  b y  c i r c u m s c r i b e d  s t u d y  o f  
s u c h  t o p i c s  a s  t h e  c u l t i v a t i o n  o f  t u r n i p s  o r  t h e  c h u r n i n g  
o f  b u t t e r .  T h i s  l e v e l  o f  i n q u i r y  w a s  o f t e n  s i m i l a r  i n  
s p i r i t  t o  t h a t  o f  t h e  G e r m a n  h i s t o r i c a l  s c h o o l ,  b u t  t h e  
b e s t  o f  i t  i s  d i f f e r e n t  i n  o n e  i m p o r t a n t  r e s p e c t :  
w h e r e a s  m e n  l i k e  S c h m o l l e r  d i s a p p r o v e d  o f  a n  " i s o l a t i n g "  
a n a l y s i s  o f  e c o n o m i c  p h e n o m e n a ,  t h e  p h y s i o c r a t s  g e n e r a l i z e d  
t h e i r  f a c t u a l  s t u d i e s  i n t o  a b s t r a c t  t h e o r y ,  a s  a  m a t t e r  o f  
c o u r s e .  T h o u g h  Q u e s n a y  h i m s e l f  w a s  n o t  s e l f - c o n s c i o u s  
c o n c e r n i n g  h i s  m e t h o d o l o g y ,  h e  w o u l d  h a v e  r e c o g n i z e d  
t h e  m e t  h o d e n  s t r e  11  b e t w e e n  S c h m o l  1 e r  a n d  C a r  I M e n g e r ,  t h e  
c r i t i c  o f  h i s t o r i s m ,  f o r  w h a t  i s  w a s  ( a  m e a n i n g l e s s  
c o n  t r o v e r  s y ) ,  f o r  h e  h i m s e l f  d i s p l a y e d  t h e  p o s i t i v e  v i r t u e s  
o f  b o t h  t h e  i n s t i t u t i o n a l i s t  a n d  t h e o r i s t .  S t r i c t l y  
s p e a k i n g ,  n e i t h e r  Q u e s n a y  n o r  a n y  o f  h i s  d  i s c  i  p I  e s  h a d  a  
t r u e  h i s t o r i c a l  p e r s p e c t i v e ;  a n  i n a b i l i t y  t o  v i s u a l i z e  
t h e  e c o n o m i c  m o d e l  t h a t  t h e  m e r c a n t i l i s t s  h a d  i n  m i n d  m a y  
i n  p a r t  a c c o u n t  f o r  t h e  p r e j u d i c e d  r e c e p t i o n  o f  t h e i r  
m o n e t a r y  t h e o r y .  Y e t ,  i f  t h e  r e a d e r  w i l l  a l l o w  a  s t a t e m e n t
4, A perusal o f  th is  scone Journal is  enough to impress one w ith the 
extent English agronomy influenced the physiocrats. Andre J ,  Bourde 
has made an excellent study o f  the influence English a g ric u ltu re  had 
upon s c ie n t if ic  and popular opinion in eighteenth Century France*
The In fluence o f England on the Fr&nch Agronomes ( Cambridge 1953),
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t h a t  î s  n o t  e a s i l y  p r o v e n :  t h e i r  b r o a d  e x a m i n a t i o n  o f
t h e  s o c i a l  p r o c e s s  e n a b l e d  t h e m  t o  d i s c e r n  d e v e l o p m e n t s  
t h a t  w e r e  t o  h a v e  m u c h  m e a n i n g  f o r  t h e  I m m e d i a t e  f u t u r e .
I t  i s  n o  a c c i d e n t  t h a t  B a u d e e u  a n d  T u r g o t  a p p l i e d  Q u e s n a y * s  
t h e o r y  o f  c a p i t a l  t o  t h e  m a n u f a c t u r e s  o f  F r a n c e  b e f o r e  
t h i s  s e c t o r  h a d  b e e n  g e n e r a l l y  o r g a n i z e d  u n d e r  t h e  a e g i s  
o f  c a p  i t a l .
F o l l o w i n g  C a n t  I I I o n ' s  e x a m p l e ,  Q u e s n a y  g a v e  t h e  
e n t r e p r e n e u r  a  g o v e r n i n g  r o l e  t o  p l a y  i n  h i s  e c o n o m i c  
o r d e r .  H e  h a d  n o  p a t i e n c e  f o r  a n y  f a r m i n g  c l a s s  o t h e r  
t h a n  w e l l - t o - d o ,  p r o f i t - m o t i v a t e d ,  c a p i t a l  I s t - f a r m e r s  
w h o  w e r e  i n  a  p o s i t i o n  t o  e m p l o y  c o n s i d e r a b l e  q u a n t i t i e s  
o f  l a b o u r  a n d  c a p i t a l .  " W e  d o  n o t  e n v i s a g e  h e r e  t h e  r i c h  
f a r m e r  a s  a  l a b o u r e r  w h o  w o r k s  t h e  l a n d  h l m s l e f " ;  s a y s  
Q u e s n a y ,  " h e  i s  a n  e n t r e p r e n e u r  w h o  m a n a g e s  a n d  m a k e s  
h i s  e n t e r p r i s e  p r o f i t  b y  h i s  i n t e l l i g e n c e  a n d  h i s  w e a l t h .  
T h e  a g r i c u l t u r e  m a n a g e d  b y  t h e  r i c h  f a r m e r  i s  e n  h o n o u r a b l e  
p r o f e s s i o n ,  r e s e r v e d  f o r  f r e e  m e n  i n  a  p o s i t i o n  t o  m a k e  
a d v a n c e s  o f  t h e  c o n s i d e r a b l e  e x p e n s e s  w h i c h  a r e  n e c e s s a r y  
f o r  t h e  c u l t i v a t i o n  o f  t h e  l a n d ,  a n d  w h o  e m p l o y  t h e  
p e a s a n t s  a n d  a l w a y s  p r o c u r e  f o r  t h e m  a  p r o p e r  a n d  a s s u r e d
5
w a g e . "  W h a t  i s  m o r e ,  Q u e s n a y  m a k e s  i t  a  m a x i m  " T h a t  
e a c h  s h o u l d  b e  f r e e  t o  c u l t i v a t e  o n  h i s  l a n d  t h o s e  c r o p s ,  
h i s  f a c u l t i e s ,  a n d  t h e  n a t u r e  o f  t h e  l a n d  s u g g e s t s  t o  
h i m  i n  o r d e r  t o  o b t a i n  t h e  g r e a t e s t  p r o d u c t  p o s s i b l e . "
I n  o n e  r e s p e c t  h i s  u n d e r s t a n d i n g  o f  t h e  e n t r e p r e n e u r ' s
5 . D a ire , o p ,  c i t . ,  p ,275  
6» Ib id , ,  pp, 91, 92,
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r o l e  d i f f e r e d  f r o m  t h a t  o f  C a n t Î I I o n .  T h e  l e t t e r  
s t r e s s e d  t h e  r i s k - b e a r i n g  f u n c t i o n  o f  t h e  e n t r e p r e n e u r ,  
w h o  w a s  s e e n  t o  c o m m i t  h i m s e l f  i n  a d v a n c e  t o  c e r t a i n  
c o n t r a c t u a l  p a y m e n t s  i n  e x p e c t a t i o n  o f  a  f u t u r e  u n c e r t a i n  
i n c o m e , ^  w h e r e a s  t h e  v e r y  p u r p o s e  o f  Q u e s n a y ' s  p r o g r a m m e  
w a s  t o  e n s u r e  a  s e c u r e  i n c o m e  f o r  t h e  c a p Î t a  I i s t - f a r m e r  
s o  a s  t o  p r o m o t e  t h e  a c c u m u l a t i o n  o f  t h e  m e a n s  o f  
p r o d u c t i o n .  B o t h  w r i t e r s  a s s i g n e d  t o  t h e  e n t r e p r e n e u r  
t h e  t a s k  o f  c o - o r d i n a t i n g  e c o n o m i c  a c t i v i t y  a n d ,  a s  
h e  d i d  i n  t h e  q u o t a t i o n  a b o v e ,  Q u e s n a y  m a d e  t h e  m a x i m i ­
z a t i o n  o f  t h e  e c o n o m i c  p r o d u c t  a  b a s i c  a s s u m p t i o n  o f
0
e c o n o m i c  a c t i v i t y .  A s  c a n  b e  g a t h e r e d  f r o m  t h e  t w o  
f o r e g o i n g  q u o t a t i o n s ,  Q u e s n a y  b a s e d  h i s  h o p e s  o n  t h e  
e m e r g e n c e  o f  a n  i n t e l l i g e n t  a n d  f a c i l e  f a r m i n g  c l a s s  w h i c h  
w o u l d  h a v e  t h e  d r i v e  a n d  a b i l i t y  t o  c o m b i n e  l a n d ,  l a b o u r ,  
a n d  c a p i t a l ,  i n t o  t h a t  p r o d u c t i v e  o r g a n i s m  w h i c h  w o u l d  
" o b t a i n  t h e  g r e a t e s t  p r o d u c t  p o s s i b l e . "  Q u e s n a y  w a s  
i n c l i n e d  t o  s t r e s s  t h e  p e r s o n a l  q u a l i t i e s  o f  t h e  m a n a g e r i a l  
c l a s s  r a t h e r  m o r e  t h a n  A d a m  S m i t h ,  b u t ,  t y p i c a l  o f  h i s  a g e ,  
h e  u n d e r - e s t i m a t e d  t h e  s o c i a l  r i g i d i t i e s  t h a t  m i g h t  h a v e  
t o  b e  o v e r c o m e  f o r  t h i s  m a n a g e r i a l  e l i t e  t o  e v o l v e .  
F u r t h e r m o r e ,  h e  a n d  h i s  d i s c i p l e s  w e r e  s o m e w h a t  u n d e c i d e d  
c o n c e r n i n g  w h i c h  o f  t h e  e x i s t i n g  c l a s s e s  i n  F r e n c h  s o c i e t y  
c o u l d  b e  e x p e c t e d  t o  a d v a n c e  t h e  n e c e s s a r y  s u p p l y  o f  c a p i t a l .
7. C a n tillo n , Faaai 8ur la  Nature du Commerce, P art I ,  Chapter X 7 I I I ,
8 , For a more e x p lic it  atatenuent on p r o f i t  maximization see Chapter 4, 
pp, 179, 180,
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G e n e r a l l y  t h e y  m a i n t a i n e d  t h a t  t h e  l a n d e d  p r o p r i e t o r s
h a d  m a d e  t h e  o r i g i n a l  a v a n c e s  f o n e  i è r e  s ,  a n d  t h e y
o c c a s i o n a l l y  r a i s e d  t h i s  a s  a  J u s t i f i c a t i o n  f o r  t h e i r
o
r e n t a l  i n c o m e .  I n  s o m e  c a s e s  t h e y  s u g g e s t e d  t h a t  t h e  
l a n d  o w n e r s  s h o u l d  k e e p  u p  t h e  a v a n c e s  f o n c i e r e s  o r  e v e n  
m a k e  t h e  a v a n c e s  p r i m i t i v e s , B u t  t h e y  c o m p l a i n e d  
b i t t e r l y  a b o u t  t h e  l a n d o w n e r s *  f a i l u r e  t o  f u l f i l  t h e s e  
d u t i e s .  B y  a n d  l a r g e ,  t h e  p h y s i o c r a t s  h a d  l i t t l e  
f a i t h  i n  t h e  p a r s i m o n i o u s n e s s  o r  e c o n o m i c  e f f i c i e n c y  o f  
t h e  N o b i l i t y  a n d  o t h e r  a b s e n t e e  l a n d o w n e r s .  T h e y  
f r e q u e n t l y  m e n t i o n e d  o w n e r s  o f  s m a l l  e s t a t e  a s  a s p i r i n g  
t o  r i s e  i n t o  t h e  c a p i t a l - d i r e c t i n g  c l a s s e s ,  w h i c h  s u g g e s t s  
t h a t  t h e y  h o p e d  t o  r e c r u i t  t h e  g r a n d e s  f e r m i e r s  f r o m  
t h e  l o w e r  a n d  m i d d l i n g  r a n k s  o f  s o c i e t y .  " T h e r e  a m o n g s t  
t h e  l o w e r  c l a s s e s  ( l e  b a s  p e u p l e ) " ,  Q u e s n a y  a s s u r e s  u s ,
" a r e  t h o s e  w h o  p r o v i d e  t h e  S t a t e  l a b o u r o u s  a n d  p r o f i t a b l e  
m e n . " ^ ^  Q u e s n a y  t o o k  i t  f o r  g r a n t e d  t h a t ,  i f  t h e  
p e a s a n t  w e r e  e n s u r e d  a  s e c u r e  i n c o m e ,  h e  w o u l d  a c c u m u l a t e  
c a p i t a l  a n d  i n c r e a s e  t h e  s c a l e  o f  h i s  e n t e r p r i s e .  F r o m  
w h a t  w e  k n o w  o f  t h e  F r e n c h  p e a s a n t ,  h e  m i g h t  b e  e x p e c t e d  
t o  s a l t  a w a y  a  h o a r d ,  b u t  i t  i s  p r e s u m p t i o u s  t o  a s s u m e  t h a t  
h e  w i l l  r i s k  h i s  m o n e t a r y  r e s e r v e  i n  a  w a y  o f  f a r m i n g  t h a t  
^  i s  a  c o m p l e t e  b r e a k  w i t h  h i s  t r a d i t i o n a l  s o c i a l  p a t t e r n s .
P. D a ire , op, c i t , , pp, 82?, 828,
10, There are elaborate discussions o f  the entrepreneurial function  
and the various classes o f  c a p ita l in most the major physiocratic  
works. The selections in  JDaire's c o lle c tio n  (inc lud ing  those o f  
Quesnay) discuss these topics in  d e ta i l ,
11, Qyesnay, ”Horrm^^, François Ouesnau & La Phusiocratie ( in s t i tu t  
National D'Études Démographiques, 1958J, Vol, I I ,  p , 541,
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Q u e s n a y  w a s  n e a r l y  o b l i v i o u s  o f  t h e  p o l i t i c a l  a n d
s o c i a l  c o n s e q u e n c e s  o f  h i s  P r o g r a m m e ,  I n c o n g r u o u s l y ,
i n  t h e  f a c e  o f  t h i s  r i s i n g  m a n a g e r i a l  c l a s s  w h i c h  w a s
t o  d i r e c t  t h e  g r a n d e  c u I t u r e ,  t h e  p r i m e  m o v e r  o f  t h e
e c o n o m i c  m a c h i n e ,  h e  a c c o r d e d  t o  t h e  N o b i l i t y  a n d  C h u r c h
a l l  p o s i t i o n s  o f  p r e s t i g e  a n d  p o l i t i c a l  p o w e r .  Y e t ,  h e
c o u l d  h a r d l y  a v o i d  t h e  i m p l i c a t i o n  t h a t  t h e  l a n d o w n i n g
c l a s s e s  h a d ,  a n d  w o u l d  b e c o m e  m o r e  e f f e t e .  O n c e  h e
a c t u a l l y  a d m i t t e d  t h a t  " T h e  p r o p r i e t o r s  a r e  o n l y  u s e f u l
* *
t o  t h e  S t a t e  b y  t h e i r  c o n s u m p t i o n , "  t h e  s e r v i c e  M a  I t h u s  
a t t r i b u t e d  t o  t h e  u n p r o d u c t i v e  c o n s u m e r s .
A s  a  m a t t e r  o f  c o u r s e ,  t h e  p r o p h e t s  o f  t h i s  n e w
c a p i t a l i s t i c  o r d e r  f o u n d  r e a s o n  t o  p r o v i d e  t h e  f a r m i n g
e l i t e  w i t h  a  c o m p e n s a t i o n  f o r  i t s  e c o n o m i c  s e r v i c e s .
A I  I o n e  h a s  t o  d o ,  M i r a b e a u  a s s u r e s  u s ,  i s  t o  " P r o c u r e  
p r o s p e r i t y  f o r  t h e  C u l t i v a t o r s ;  t h e  a t t r a c t i v e n e s s  o f  a  
d e c e n t  p r o f i t  w i l l  d o  t h e  r e s t .  T h e y  w i  I I t a k e  a d v a n t a g e  
o f  t h i s  p r o s p e r i t y  t o  p r o c u r e  l a r g e  a d v a n c e s ,  t o  e m p l o y
I 2
t h e m  w i t h  c o n s t a n c y ,  e n e r g y ,  a n d  e c o n o m y . "  G r a n t e d ,
t h i s  i n t e l l i g e n c e  t h a t  t h e  f a r m e r  m u s t  o b t a i n  a  s u r p l u s ,  
i f  h e  i s  t o  a c c u m u l a t e  c a p i t a l ,  i s  i m p o r t a n t  k n o w l e d g e  
f o r  e c o n o m i c  a n a l y s i s ,  b u t  Q u e s n a y  w a s  i n c l i n e d  t o  t a k e  
t h e  e x i s t e n c e  o f  t h i s  p r o f i t  t o o  m u c h  f o r  g r a n t e d .  S t  i I I ,  
i t  w o u l d  b e  g n j u s t  t o  s a y  a  t h e o r y  o f  p r o f i t s  w a s  
c o m p l e t e l y  l a c k i n g .  T w o  s i t u a t i o n s  i n  w h i c h  p r o f i t s  m i g h t  
m i g h t  a r i s e  w e r e  e x p l i c i t l y  e x a m i n e d .
12, Mirabeau, Philosophie Rurale (Amsterdam, 1764) Vol, I I ,  p , 197,
* *  I b i d .  p .  5 8 2 .
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( 1 )  A n  i n d i v i d u a l  f a r m e r  c o u l d  a c c r u e  a n  e n t r e p r e n e u r i a l
I 2
p r o f i t  b y  i n t r o d u c i n g  i m p r o v e d  f a r m i n g  t e c h n i q u e .  A n d
( 2 ) ,  i n  t h e  e v e n t  t h a t  t h e  p r i c e  o f  a g r i c u l t u r a l  c o m m o d o t i e s
h a p p e n e d  t o  r i s e  d u r i n g  t h e  t e n u r e  o f  a  l e a s e ,  t h e  f a r m e r
w o u l d  g a i n  a  " w i n d f a l l  p r o f i t " ,  t h o u g h  i t  w o u l d  e v e n t u a l l y
b e  a b s o r b e d  i n t o  r e n t a l  i n c o m e  a t  t h e  r e n e w a l  o f  t h e  l e a s e
14
o w i n g  t o  c o m p e t i t i o n  a m o n g s t  f a r m e r s .  I t  m i g h t  h a v e
b e e n  v a l i d  t o  h a v e  e x p l a i n e d  a l l  p r o f i t s  i n  t e r m s  o f  e n t r e ­
p r e n e u r i a l  g a i n s ,  b u t  Q u e s n a y  w e n t  o n  t o  i m p l y  t h e  m o r e  
u s u a l  i d e a  t h a t  t h e  f a r m e r s  a s  a  c l a s s  w o u l d  h a v e  t o  o b t a i n  
a  n o r m a l  " p u r e  p r o f i t "  o v e r  t h e  l o n g  r u n  i n  o r d e r  t o  p r o m o t e  
t h e  a c c u m u l a t i o n  o f  r e a l  c a p i t a l .  H e  g e n e r a l l y  a s s u m e d  
t h a t  a n  i n t e r e s t  o f  a b o u t  t e n  p e r c e n t  s h o u l d  b e  n o r m a l  f o r  
t h i s  c l a s s  o f  I n v e s t m e n t .  I n  h i s  A n a l y s i s  d u  T a b l e a u  
Ë c o n o m i  q u e  ( a n d  i n  o t h e r  w o r k s  g i v e n  t o  t a b  I e a u  -  a n a l y s i s ) ,
Q u e s n a y  m e n t i o n s  o n l y  t h a t  t h i s  i n t e r e s t  m u s t  c o v e r  d e p r e c -
I 5
i a t i o n  a n d  i n s u r e  a g a i n s t  t h e  e l e m e n t  o f  r i s k .  M a r x
p o i n t e d  o u t  t h a t ,  a c c o r d i n g  t o  t h i s  a n a l y s i s  o f  t h e  t a b  I e a u ,
t h e  i n t e r e t  w o u I d  i n c l u d e  n o  s u r p l u s  v a l u e , b u t ,  b e a r i n g  
i n  m i n d  h i s  P r o g r a m m e ,  Q u e s n a y  c o u l d  n o t  h a v e  m e a n t  t h a t  
t h e  f a r m e r  w o u l d  n e v e r  a c c u m u l a t e  a  r e a l  e c o n o m i c  s u r p l u s .
I n  t h i s  p a r t i c u l a r  i n s t a n c e ,  h e  s e e m s  t o  h a v e  b e e n  m e r e l y  
a s s u m i n g  t h e  e x i s t e n c e  o f  a  s t a t i o n a r y  s t a t e  ( p o r t e  ^  s o n
p l u s  h a u t  d e q r e  d ' a q r i c u l t u r e ,  s o  h e  p h r a s e s  i t )  i n  o r d e r
t o  s i m p l i f y  h i s  e x p l a n a t i o n  o f  t h e  t a b l e a u .  I n  t h e
13, Daire, ©£,. c i t . . pp, 226, 265, 266n,
14, Ib id .  pp. 123, 124,
15, Ib id , pp, 62, 63,
16 , Eiarl Marx, Theories o f  Surplus Value (London 1951), p .69,
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s a m e  a r t i c l e ,  h e  s a y s  t h a t  t h e  f a r m e r s  m u s t  a c c r u e  a n  
i n t e r e s t  a t  l e a s t  a s  g r e a t  a s  t h a t  p a i d  b y  t h e  i d l e  
i n v e s t o r s ,  a n  i n t e r e s t  t h a t  a l l o w s  t h e m  t o  i m p r o v e  t h e i r  
e n t e r p r i s e  :
W e  h a v e  s a i d  b e f o r e  t h a t  f u n d s  p l a c e d  s o  
a d v a n t a g e o u s l y  f o r  a  n a t i o n  a s  t h o s e  o f  t h e  a d v a n c e s  
f o r  t h i s  f a r m i n g  s h o u l d  o f  t h e m s e l v e s  y i e l d  c l e a r  
( n e t )  t o  t h e  f a r m e r s ,  w h o  c o n t r i b u t e  t h e i r  l a b o u r  
a n d  t h e  e m p l o y m e n t  o f  t h e i r  i n t e l l i g e n c e ,  a n  a n n u a l  
i n t e r e s t  a t  l e a s t  a s  g r e a t  a s  t h a t  p a i d  b y  t h e  i d l e  
r e n t i e r s  ( r e n t i e r s  f a i n e a n t s ) .
T h e  s u m  t o t a l  o f  t h e s e  i n t e r e s t s  a r e  
i n v e s t e d  ( s e  d é p e n s e )  a n n u a l l y ,  b e c a u s e  t h e  c u l t i ­
v a t o r s  n e v e r  a l l o w  t h e m  t o  l i e  i d l e ,  s i n c e ,  i n  t h e  
i n t e r v a l s  w h e n  t h e y  a r e  n o t  e m p l o y e d  f o r  r e p a i r s  
( r e p a r a t i o n s ) ,  t h e y  w i l l  n o t  h e s i t a t e  t o  e m p l o y  t h e m  
a t  a  p r o f i t  b y  i n c r e a s i n g  a n d  a m e l i o r a t i n g  t h e i r  
c u l t u r e ,  w i t h o u t  w h i c h  t h e y  c a n n o t  w i t h s t a n d  g r e a t  
m i s f o r t u n e s .  T h a t  i s  w h y  t h e  i n t e r e s t s  a r e  i n ­
c l u d e d  i n  t h e  s u m  o f  t h e  a n n u a l  e x p e n s e s .
T h o u g h  h e  i s  i n t e n t  o n  i m p r e s s i n g  u p o n  t h e  r e a d e r  
t h a t  t h e  i n t e r e s t  i s  n e e d e d  t o  p r o v i d e  a  f u n d  t o  e q u a l i s e  
o u t  l o s s e s ,  Q u e s n a y  d o e s  i m p l y  i n  t h e  a b o v e  s t a t e m e n t  t h a t  
t h e r e  c a n  b e  a  n o r m a l  e q u i l i b r i u m  r a t e  o f  p r o f i t  b e t w e e n  
t h e  d i f f e r e n t  e m p l o y m e n t s  f o r  c a p i t a l ,  s o  i t  i s  t o  b e  
p r e s u m e d  t h a t  t h e  f a r m e r  h a s  j u s t  a s  g o o d  a  c h a n c e  o f
17, D a ire , o p . c i t . ,  p . 63.
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b e c o m i n g  r i c h  a s  t h e  u s u r e r .  ( T h e  r e a d e r  h a s  n o  d o u b t  
g a t h e r e d  t h a t  Q u e s n a y  u s e s  t h e  w o r d  i n t é r e t  a s  a  s y n o n y m  
f o r  p r o f i t . )  A s  w e  h a d  o c c a s i o n  t o  p o i n t  o u t  i n  t h e  
l a s t  c h a p t e r ,  Q u e s n a y  h a d  s o l i d  t h e o r e t i c a l  g r o u n d s  f o r  
t h i n k i n g  t h a t  i n t e n s i v e  i n v e s t m e n t  i n  a g r i c u l t u r e  w o u l d  
n o t  y i e l d  a  p r o f i t  t o  t h e  f a r m e r s  a s  a  c l a s s  u n l e s s  
c e r t a i n  p o l i c i e s  w e r e  a d o p t e d ,  t h e  m o s t  i m p o r t a n t  b e i n g
f r e e  t r a d e  i n  g r a i n s  ---------  f o r  o t h e r w i s e  a n  a d e q u a t e  p r i c e
f o r  g r a i n s  c o u l d  n o t  b e  m a i n t a i n e d  i n  t h e  f a c e  o f  i n c r e a s -
I 8
i n g  p r o d u c t i o n .  I n  t h e  c o n t e x t  o f  t h i s  s p e c i f i c  s i t ­
u a t i o n ,  h e  c o u l d  n o t  t a k e  i t  f o r  g r a n t e d  t h a t  t h e  f a r m e r s
I o
w o u l d  n o r m a l l y  g a i n  a  p o s i t i v e  r a t e  o f  p r o f i t .  H o w e v e r ,  
i n  t h e  e v e n t  e n l i g h t e n e d  m e a s u r e s  w e r e  t a k e n  t o  m a k e  a g r i ­
c u l t u r e  p r o s p e r ,  t h e  f a r m e r s  w o u l d  o b t a i n  a  s u f f i c i e n t  
p r o f i t  t o  w a r r a n t  c o n t i n u e d  i n v e s t m e n t  i n  t h e i r  e n t e r p r i s e s .
i f  t h e  c o m m e r c e  o f  g r a i n s  w e r e  f r e e ,  i f  t h e  
^ d r a f t  s p a r e d  t h e  c h i l d r e n  o f  t h e  f a r m e r s ,  i f  f o r c e d  
l a b o u r  ( c o u r v e e s )  w e r e  a b o l i s h e d ,  g r e a t  n u m b e r s  o f  
t a x a b l e  l a n d o w n e r s ,  r e f u g e e s  i n  t h e  c i t i e s  w i t h o u t  
o c c u p a t i o n ,  w o u l d  r e t u r n  t o  t h e  c o u n t r y s i d e  t o  m a k e  
t h e i r  w e a l t h  p r o f i t  a n d  p a r t i c i p a t e  i n  t h e  p r o f i t s  
o f  a g r i c u l t u r e .  i t  i s  b y  t h e  w e l l - t o - d o  c i t i z e n s
18, See chapter 2, p a rt 3,
19. Quesnay was often  given to theoriz ing  about the fa c ts  o f  a 
p a rt ic u la r  problem o f  p o lic y . Contrasfting him w ith C an tillo n , 
we might say he was inclined to be a p a r t ic u la r iz e r  ra th er than 
a g e n e ra lize r. However, th is  concern w ith p o lic y  led  d ire c t ly  
to some outstanding th eo re tic a l discoveries —  among the most 
in te res tin g  being h is  demand schedules.
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w h o  w o u l d  l e a v e  t h e  c i t i e s  w i t h  s e c u r i t y ,  t h a t  
t h e  c o u n t r y s i d e  w i l l  b e  p o p u l a t e d  w i t h  c u l t i v a ­
t o r s  i n  a  s t a t e  t o  r e - e s t a b l i s h  t h e  c u l t i v a t i o n  
o f  t h e  l a n d .  * * * *
S e l f - i n t e r e s t  m a k e s  o n e  s e e k  h o n o u r a b l e  a n d  
l u c r a t i v e  e n t e r p r i s e s .  N o w h e r e  i s  t h e r e  a  g a i n  
m o r e  c e r t a i n  a n d  i r r e p r o a c h a b l e  t h e n  i n  a g r i ­
c u l t u r e ,  i f  i t  i s  p r o t e c t e d :  a n d  s o ,  i t  w i l l  b e
c o m p l e t e l y  r e - e s t a b l i s h e d  b y  m e n  i n  a  p o s i t i o n  t o  
c a r r y  c a p i t a l  ( r i c h e s s e s )  w h e r e  I t  i s  n e e d e d .  I t  
w i l l  a t  t h e  s a m e  t i m e  b e  c o n d u c i v e  f o r  f a v o u r i n g  
t h e  n o b i l i t y  a n d  a g r i c u l t u r e  t o  p e r m i t  t h e  g e n t l e ­
m e n ,  w h o  m a n a g e  t h e i r  l a n d  ( q u i  f o n t  v a l o i r  l e u r  
b i e n s ) ,  t o  a u g m e n t  t h e i r  e m p l o y m e n t  b y  c o n s o l i d ­
a t i n g  t h e i r  l a n d  a n d  p a y i n g  a  t a x  I n  p r o p o r t i o n  
t o  t h e  r a t e  o f  r e n t ;  t h e y  w i  I I o b t a i n  a  g r e a t  
p r o f i t  a n d  c o n t r i b u t e  a  g r e a t  d e a l  t o  t h e  p r o g r e s s  
o f  a g r i c u l t u r e . ^ ^
T h u s ,  a t  l e a s t  u n d e r  t h e s e  a d v a n t a g e o u s  c o n d i t i o n s ,  
t h e  c a p i t a l i s t - f a r m e r  w I  I I a c c r u e  a  p u r e  p r o f i t  w h i c h  w i I  I 
p e r m i t  h i m  t o  c o n t r i b u t e  t o  t h e  p r o g r e s s  o f  a g r i c u l t u r e .  
A n d ,  t o  t h e  b e n e f i t  o f  t h e  g r a n d e  c u I t u r e ,  s e c u r e  p r o f i t s  
w i l l  e n c o u r a g e  t h e  n o b i l i t y  a n d  o t h e r  a b s e n t e e  l a n d o w n e r s  
t o  r e t u r n  f r o m  t h e  c i t y  ( w h e r e  t h e y  f l o c k e d  t o  s e e k  p r e f e r ­
m e n t ,  e s p e c i a l l y  e x e m p t i o n  f r o m  t a x a t i o n )  a n d  e m p l o y  t h e i r  
w e a l t h  a n d  t a l e n t  o n  t h e  l a n d ;  t h a t  i s ,  t h e y  w i l l  b e c o m e
20, D aire c i t , ,  pp, 282, 283,
127
c a p î t a  1 î s  + - f a r m e r  s  t h e m s e l v e s .  N o w h e r e  d o e s  Q u e s n a y
s a y  î n  s o  m a n y  w o r d s  t h a t  t h e  f a r m e r s  n o r m a l l y  o b t a i n  a
p u r e  p r o f i t  c o m m e n s u r a t e  w i t h  t h e i r  c a p i t a l  i n v e s t m e n t ,
t h o u g h  m a n y  p a s s a g e s  l i k e  t h a t  a b o v e  s u g g e s t  t h a t  h e  h a s
2  I
s o m e  s u c h  i d e a  i n  m i n d .  S t i l l ,  t h e  i d e a  i s  v e r y  n e a r
t h e  s u r f a c e  o f  h i s  w r i t i n g s ,  a n d  w e  f i n d  B e u d e a u  a n d  T u r ­
g o t  u s i n g  t h e  c o n c e p t  J u s t  a  f e w  y e a r s  a f t e r  t h e y  c a m e  
u n d e r  Q u e s n a y * s  t u t o r a g e .  " J u s t i c e  t e l l  y o u ,  M a d a m e * , *  
s a y s  B e u d e a u  a d d r e s s i n g  h i s  E x p  I i c a t i o n  d u  T a b  I e a u  E c o n -  
o m  i  q u e { 1 7 7 0 )  t o  M a d a m e  X ,  " t h a t  t h i s  o r i g i n a l  i n v e s t m e n t  
C t h e  f a r m e r ' s ] ,  h i s  c a p i t a l  o f  t h i r t y  t h o u s a n d  p o u n d s ,  
s h o u l d  o n  t h e  w h o l e  b e  a u g m e n t e d  r a t h e r  t h a n  d i m i n i s h e d ;  
b e c a u s e ,  i n  s h o r t ,  a l l  t o i l  ( p e i n e )  i s  w o r t h  a  w a g e ,  e v e r y  
i n v e s t m e n t  o f  f u n d s  r e q u i r e s  a  d e c e n t  i n t e r e s t ,  a l l  t h e
u s u a l  r i s k s  a n d  p e r i l s  d e m a n d  a  c o m p e n s a t i o n  i n  g o o d  t i m e s
22
a n d  b a d ;  t h e s e  p r i n c i p l e s  d o  n o t  h a v e  n e e d  o f  a  p r o o f . "
H e  g o e s  o n  t o  a r g u e  t h a t  t h i s  p r o f i t  s h o u l d  b e  o v e r  a n d
a b o v e  t h e  p r i n c i p a l  o f  t h e  f a r m e r ' s  c a p i t a l  i n v e s t m e n t ,
w h i c h  i n  a n y  e v e n t  s h o u l d  b e  r e t u r n e d  t o  h i m  b y  t h e  e n d  o f
t h e  l e a s e .  H e  l i s t s  t h r e e  d e t e r m i n a n t s  o f  p r o f i t ;
( I )  t o i l  ( p e i n e ) ,  ( 2 )  r i s k s  a n d  ( 3 )  t h e  d e c e n t  i n t e r e s t
r e q u i r e d  f o r  e v e r y  i n v e s t m e n t  o f  f u n d s )  t h e  i n t e r e s t  w h i c h
2 3
Q u e s n a y  g r a n t s  t o  a l l  i d l e  i n v e s t o r s .
T h e  p h y s i o c r a t s  w e r e  p r o n e  t o  e x p l a i n  t h e  n e e d  f o r
2 4
p r o f i t s  i n  t e r m s  o f  s u b j e c t i v e  p s y c h o l o g y ,  t h o u g h  t h e y  
d i d  n o t  c o n s i s t e n t l y  g i v e  a  s i n g l e  s h o t g u n  a n s w e r  l i k e
21, The reader might re c a ll a passage we quoted in  the previous
chapter. See Chapter 2, pj^,85-87.
22, D a ire , oj ,^ c i t ,. pp, 832, 833,
23, Loc, c i t .
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a b s t i n e n c e  o r  d i s u t i l i t y ,  A  c a s e  i n  p o i n t  i s  t h e i r  u s e
o f  t h e  w o r d  p e i n e ,  w h i c h  c o n n o t e s  a  m e a n i n g  s o m e w h a t  a k i n
t o  " d i s u t i l i t y  o f  l a b o u r " .  W e  h a v e  a l r e a d y  h a d  o c c a s i o n
t o  m e n t i o n  Q u e s n a y * s  r u l e  o f  e c o n o m i c  c o n d u c t ;  t h a t  o n e
s h o u l d  " o b t a i n  t h e  g r e a t e s t  p o s s i b l e  d i m i n u t i o n  o f  l a b o u r -
p a i n  ( t r a v a i I - p e n i b I e )  w i t h  t h e  g r e a t e s t  p l e a s u r e  p o s s i b l e , "
T h i s  p e r f o r c e  l e d  h i m  t o  c o n c l u d e  t h a t  " T h e  m e a s u r e  o f
e x p e n d i t u r e  t h a t  p a y s  t h e  a r t i s a n s ,  i n d i s p e n s i b I  y  o b l i g e d
t o  l a b o u r  i n  o r d e r  t o  o b t a i n  t h e i r  s u b s i s t e n c e ,  i s  a l w a y s
m o r e  l i m i t e d  t h a n  t h e  n e e d s  t h a t  c o m p e l  t h e m  t o  l a b o u r  
2 5
i m p e r i o u s l y . "  T h i s  i s  a  b a c k h a n d e d  w a y  o f  s a y i n g  t h a t ,
b e c a u s e  o f  t h e  i r k s o m e n e s s  o f  t o i l ,  t h e  i n t e n s i t y  o f  
a r t i s a n  l a b o u r  c a n  o n l y  b e  i n c r e a s e d  b y  r a i s i n g  i t s  
r e c o m p e n s e .  T h i s  u n d o u b t e d l y  r e p r e s e n t s  s o p h i s t i c a t e d  
t h e o r i z i n g ,  b u t ,  h i s t o r i c a l l y ,  i t  l o o k s  b a c k  o n  a r t i s a n  
i n d u s t r y  r a t h e r  t h a n  f o r w a r d  t o  t h e  n e w  e r a  o f  c a p i t a l -  
i n t e n s i v e  p r o d u c t i o n .  A s  i t  s t a n d s ,  t h i s  r u l e  h a s  r e f e r e n c e  
o n l y  t o  t h e  a r t i s a n ' s  w a g e  o f  s u p e r v i s i o n  a n d  c r a f t s m a n s h i p ;  
o f  B a u d e a u ' s  t h r e e  d e t e r m i n a n t s  o f  p r o f i t ,  i t  c a n  b e  e x t e n d e d
24, This subjective view o f  ca p ita l might have owed something to 
C a n tillo n , He explained in te res t as a p r o f i t  ''proportionate to the 
needs o f  the Borrowers and the fe a r  and avarice o f  the Lenders”,
Essai sur la  Nature du Commerce CLondon 1755) Henry Higgs ed itio n  
(London 1931), p , 201, Least the reader minimize the insight gained 
in  explaining p ro f its  by phsychological s tates such as avarice , r is k ,  
peine* e tc , i t  should be pointed out th at th e ir  author's  a tten tio n  was 
thereby d irected  to changeable a ttitu d e s  that a ffe c t c a p ita l costs w ith in  
a business community, Jnd, as w e ll, i t  could never be fo rgotten  that 
the economic progress o f  a  nation had something to do with national and 
class character,
25, D a ire , Physiocrat es, pp, 192, 193,
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b y  d i r e c t  a n a l o g y  o n l y  t o  c o v e r  t o i l  ( p e i n e )  a n d  s a y s  
n o t h i n g  a b o u t  r i s k s  a n d  t h e  e q u i l i b r i u m  r a t e  o f  p u r e  p r o f i t .  
B u t ,  e v e n  g r a n t i n g  t h i s ,  t h e  r u l e  s u g g e s t s  a  m o r e  g e n e r a l  
a p p l i c a t i o n ,  f o r  i t  g i v e s  g r o u n d s  t h a t  t h e  p h y s i o c r a t s * u s e  
o f  t h e  w o r d  p e  i n e  i n  c o n n e c t i o n  w i t h  t h e  w o r k  o f  l a b o u r e r s ,  
f a r m e r - e n t r e p r e n e u r s ,  c a p i t a l i s t  m a n u f a c  t i r e r s  ( b y  B a u d e e u  
e n d  T u r g o t ) ,  e t c . ,  m i g h t  b e  t a k e n  t o  i m p l y  f a i r l y  r e f i n e d  
s u b j e c t i v e  r e a s o n i n g  c o n c e r n i n g  t h e s e  e c o n o m i c  s e r v i c e s .
A n d ,  m o r e  t h a n  t h i s ,  b o t h  t h e  m a x i m i z a t i o n  a n d  d i s u t i l i t y  
c o n c e p t s  w e r e  p r e s e n t e d  i n  a  f o r m  t h a t  m i g h t  h a v e  b e e n  
r e a d i l y  a p p l i e d  -  t h o u g h  u n f o r t u n a t e l y  i t  w a s  n o t  d o n e  -  
t o  t h e  s u p p l y  o f  a l l  o t h e r  f a c t o r s  o f  p r o d u c t i o n .  I n  
p a s s i n g ,  o n e  s h o u l d  r e f l e c t  t h a t  e v e r y t h i n g  w e  h a v e  
e x a m i n e d  p e r t a i n i n g  t o  t h e  s u p p l y  p r i c e s  o f  c a p i t a l  e n d  
e n I r e p r e n e u r i a  I l a b o u r  i s  c o n s i s t e n t  w i t h  w h a t  m u s t  b e  a  
b a s i c  a s s u m p t i o n  o f  t h e  s i n g l e - t a x  t h e o r y :  t h a t  i s ,  t h e
s u p p l y  o f  t h e s e  f a c t o r s  v a r y  d i r e c t l y  w i t h  t h e i r  r a t e s  o f  
p a y m e n t .  T h i s  a s s u m p t i o n  c o n c e r n i n g  c a p i t a l  i s  n e c e s s a r i l y  
i m p l i c i t  i n  Q u e s n a y * s  i n t i m a t i o n  o f  a n  e q u i l i b r i u m  r a t e  o f
26
p r o f i t  b e t w e e n  s e c t o r s ,  a s  i s  t h e  s a m e  f u n c t i o n a l  r e l a t i o n ­
s h i p  i m p l i c i t  i n  h i s  t a l k  a b o u t  h i g h  a g r i c u l t u r a l  p r o f i t s  
e n c o u r a g i n g  t h e  l o w e r  c l a s s  a n d  n o b i l i t y  t o  b e c o m e  
c a p  i t a  I i  s t - e n t r e p r e n e u r s .
I t  i s  p e r t i n e n t  f o r  o u r  s t u d y  t o  t r y  t o  a c c o u n t  f o r  
Q u e s n a y ' s  p o o r  s h o w i n g  w h e n  h e  c a m e  t o  d i s c u s s  w h a t  w a s
2S, See the quotation oh page 135 o f  th is  chapter.
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g o i n g  o n  i n  t h e  i n d u s t r i e l  a n d  c o m m e r c i a l  s e c t o r s  o f  t h e  
e c o n o m y .  I t  c a n n o t  b e  s a i d  t h a t  h e  w a s  u n a w a r e  o f  t h e  
n e e d  t o  c o m p l e t e  h i s  s t u d y  o f  t h e  e c o n o m i c  o r g a n i s m ,  
f o r  h e  p u b I i s h e d  a  D i a l o q u e  s u r  I e  C o m m e r c e  e n d  a  D i a l o q u e  
s u r  I e  T r a v a i I  d e s  A r t  i s a n s  a b o u t  t h e  s a m e  t i m e  T u r g o t  w a s  
w r i t i n g  h i s  R e f  I e c  t  i o n s .  H i s  i m a g i n a t i o n  b e i n g  w h a t  i t  
w a s ,  h e  c o u l d  n e v e r  w r i t e  a n y t h i n g  t h a t  w a s  t r i v i a l ,  y e t  
h i s  t o t a l  v i e w  l e a d s  o n e  t o  b e l i e v e  t h a t  h e  h a d  a  m i n i m u m  
o f  f i r s t h a n d  k n o w l e d g e  c o n c e r n i n g  t h e s e  s e c t o r s .  T h e  
g e n e r a l  l e v e l  o f  h i s  a n a l y s i s  d o e s  n o t  n e a r l y  a p p r o a c h  t h e  
h e i g h t s  o f  h i s  f o r e r u n n e r  C a n t i l l o n ,  e n d  l i t t l e  i s  l e f t  
e x c e p t  a n  a t t e m p t  t o  p r o v e  t h e  q u e s t i o n a b l e  d o c t r i n e  t h a t  
a  I I i n c o m e s  ( a n d  f o r  t h a t  r e a s o n  a  I I p r o f i t s )  a r e  p a i d  b y  
a g r i c u l t u r e .  I n  a n y  e v e n t ,  h i s  k n o w l e d g e  w a s  n o t  s o  
c o m p l e t e  t h a t  h e  c o u l d  a n t i c i p a t e  t h e  c a p i t M s t i c  d e v e l o p m e n t  
o f  i n d u s t r y ,  a s  d i d  T u r g o t  a n d  B a u d e a u .  O n e  p o s s i b l e  
r e a s o n  f o r  Q u e s n a y ' s  o n e - s i d e d  p r e - o c c u p a t i o n  w i t h  
a g r i c u l t u r e  I s  t h a t  h e  a n d  m o s t  o f  h i s  a s s o c i a t e s  I n  t h e  
C o u r t  o f  V e r s a i l l e s ,  a s  a  c l a s s  a n d  I n d i v i d u a l s ,  h a d  a  
p e r s o n a l  e c o n o m i c  i n t e r e s t  I n  i t .  M a n y  o f  t h e  a r t i c l e s  
p u b l i s h e d  i n  t h e  p h y s i o c r a t i c  J o u r n a l s  b y  s o m e  o f  t h e  
l e s s e r  l i g h t s  o f  Q u e s n a y * s  c i r c l e  d i s p l a y e d  a n  e x p e r t  
k n o w l e d g e  o f  a g r i c u l t u r e ;  i n t e l l e c t u a l l y  s p e a k i n g ,  o n e  
w o u l d  s u s p e c t  t h e m  o f  b e i n g  s p e c i a l i s t s ,  w i t h  a l l  t h a t  
i m p I  i e s .
M o r e o v e r ,  m a n u f a c t u r e s  w e r e  n o t  a s  y e t  g e n e r a l  I y  
o r g a n i z e d  o n  a  c a p i t a l  i s t i c  b a s i s  a n d  s o  t h e r e  w a s  n o
I3 I
p r e s s i n g  n e e d  t o  a c c o u n t  f o r  p r o f i t s  o n  c a p i t a l .
A r t i s a n  m a n u f a c t u r e s  e m p l o y e d  r e l a t i v e l y  l i t t l e  c a p i t a l  
a n d  s o  t h e  d i f f e r e n c e  b e t w e e n  p a i d - o u t  c o s t s  a n d  p r i c e  
c o u l d  b e  c o n v e n i e n t l y  r e g a r d e d  a s  a  s o r t  o f  s u p e r i o r  
w a g e .  A s  w e l l ,  t h e  d i s t i n c t i o n  b e t w e e n  w a g e s  a n d  
p r o f i t s  w a s  n o t  i m m e d i a t e l y  o b v i o u s ,  b e c a u s e  t h e  
i n d u s t r i a l  s c e n e  w a s  n o t  a s  y e t  d o m i n a t e d  b y  t h e  
c a p i t a l i s t - e n t r e p r e n e u r .  T h e  m a s t e r  a r t i s a n  h a d  
r i s e n  f r o m  t h e  r a n k s  o f  t h e  J o u r n e y m e n  a n d  s t i l l
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p a r t i c i p a t e d  i n  t h e  a c t u a l  p r o c e s s  o f  p r o d u c t i o n .
I t  i s  q u i t e  o b v i o u s  t h a t  Q u e s n a y  h a d  t h i s  s o r t  o f  p r e -  
c a p i t a l  i s t i c  m a n u f a c t u r e s  i n  m i n d .  N o t i c e ,  a b o v e ,  h e  
t a l k s  a b o u t  a n  e x p e n d i t u r e  t h a t  p a y s  t h e  w a g e s  o f  t h e  
a r t i s a n ,  p r o v i d i n g  h i s  s u b s i s t e n c e .  T h i s  i s  n o t  t o  s a y  
t h a t  t h i s  s u p e r i o r  w a g e  t h e o r y  a c c o u n t e d  f o r  a l l  t h e  
f a c t s  a t  h a n d .  T h e  m a s t e r  a r t i s a n  h a d  t o  a d v a n c e  r a w  
m a t e r i a l s  t o  h i s  J o u r n e y m e n  a n d  h i s  p l a c e c f  b u s i n e s s  
m i g h t  r e p r e s e n t  a n  a p p r e c i a b l e  f i x e d  i n v e s t m e n t .  i i e  
H e  w o u l d  d e m a n d  a  r e t u r n  o n  t h i s  i n v e s t m e n t ,  w h e t h e r  i t  
w a s  f o r m a l l y  c o n c e d e d  b y  e c o n o m i c  t h e o r i z e r s ,  o r  n o t .  
P o s s i b l y ,  t h e  e c o n o m i s t ' s  a d v o c a c y  o f  t h e  s u p e r i o r  w a g e  
t h e o r y  o w e s  a s  m u c h  t o  t h e  f i  I i  a t  I  o n  o f  i n t e l l e c t u a l  
p r e c o n c e p t i o n s  a s  i t  d o e s  t o  t h e  c i r c u m s t a n c e s  o f  a
27, The foregoing considerations on the historical r e la t iv i t y  o f  
the superior wage theory has been borrowed from Ronald L , Meek's 
a r t ic le  "Adxm Smith and P r o f i t ”,  S cottish  Journal o f  P o l i t ic a l  Economy 
V o l) I .  pp, 130-15$,
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o f  a  p a r t i c u l a r  h i s t o r i c a l  r e a l i t y .  I t  w a s  f i r s t  
a r t i c u l a t e d  b y  t h e  S c h o l a s t i c s  w h o  h a d  m o r e  o f  a n  e y e  
t o  c o n s i d e r a t i o n  o f  e c o n o m i c  a n d  p o l i t i c a l  j u s t i c e  
t h a n  t o  e c o n o m i c  t h e o r y  p e r  s e .  i t  w a s  a  c o n v e n t u a I i z e d  
f o r m u l a t i o n ,  p r e s s e d  i n t o  s e r v i c e  t o  e x p l a i n  a  d i f f e r e n t  
k i n d  o f  p r o b I e m ,
T  h e  c o n c e p t  o f  p u r e  p r o f i t  i s  m o r e  f u l l y
d e v e l o p e d  b y  T u r g o t  i n  h i s  R e f l e c t i o n s  s u r  l a  F o r m a t i o n
e t  D i s t r i b u t i o n  d e s  R i c h e s  ( w r i t t e n  i n  1 7 6 4 )  t h a n  b y
a n y  o f  h i s  c o l  l e a g u e s .  T h e  r e a s o n  f o r  t h i s  m a y  h a v e
b e e n  t h a t  T u r g o t ,  f o l l o w i n g  p a t t e r n s  o f  t h o u g h t  s u g g e s t e d  
28
b y  C a n t i l l o n ,  w a s  i n t e r e s t e d  i n  d i s t r i b u t i o n  i n  i t s  o w n  
r i g h t ,  w h i t e  Q u e s n a y ,  p r e - o c c u p  i e d  w i t h  p r a c t i c a l  p r o b l e m s  
o f  p o l i c y ,  w a s  c o n c e r n e d  w i t h  t h e  c i r c u m s t a n c e s  i n  w h i c h  
p r o f i t s  a r i s e  i n  t h e  s h o r t  r u n ,  T u r g o t  o u t l i n e d  t h e  
e é ) u î  l i b r i u m  b e t w e e n  t h e  p r o f i t s  f o r  t h e  d i f f e r e n t  
e m p l o y m e n t s  o f  c a p i t a l ,  a  s u b j e c t  t h a t  w a s  t o  b e c o m e  a  
s t a n d a r d  t o p i c  i n  1 9 t h  c e n t u r y  t e x t s .  " I n  a  w o r d ,  a s  
s o o n  a s  t h e  p r o f i t s  r e s u l t i n g  f r o m  a n  e m p l o y m e n t  o f  c a p i t a l .
28, Here we might po in t out another s im ila r ity  between the Essai and 
the R e flec tio n s , In  these works n e ith er C an tillo n  nor Turgot allowed 
themselves to be d iverted by beating drums fo r  a p a rt ic u la r  economic 
p o lic y  and thereby gained thé freedom to  examine general cases as w ell 
as special cases. And, above a l l ,  these works are system atically  
developed tre a tis e  and so one is  not confronted w ith p iecing together 
theory from a hodgepodge l ik e  Quesnay's Maximes Générales du Gouvernement, 
Turgot may have also gained something from his acgudintance with  
Adam Smith, made during the sane year (1764) that he was w ritin g  h is  
R e fle c tio n s , However, i t  might be more reasonable to presume the 
f i l i a t i o n  went the other way. F irs t  o f  a l l ,  there is  no evidence that 
Smith had as yet developed th e o re tic a lly  a r t ic u la te  ideas on c a p ita l, 
and secondly, i t  is  u n lik e ly  th at Turgot could have mastered the Turgot- 
smith theory o f c a p ita l in  a few months tim e.
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w h a t e v e r  i t  m a y  b e ,  i n c r e a s e  o r  d i m i n i s h " ,  h e  r e a s o n s ,
" c a p i t a l s  t u r n  i n  t h a t  d i r e c t i o n  a n d  w i t h d r a w  f r o m  o t h e r
e m p l o y m e n t s ,  o r  w i t h d r a w  a n d  t u r n  t o w a r d s  o t h e r  e m p l o y m e n t s ;
a n d  t h i s  n e c e s s a r i l y  a l t e r s  i n  e a c h  o f  t h e s e  e m p l o y m e n t s
29
t h e  r e l a t i o n  b e t w e e n  c a p i t a l  a n d  a n n u a l  p r o d u c e " .  H e
w r i t e s  t h a t  m o n e y  i n v e s t e d  I n  t h e  l a n d  w h i c h  i s  t e a s e d
i s  b o u n d  t o  a c c r u e  t h e  l e a s t  r e t u r n ,  s i n c e  i t  i s  t h e  s a f e s t
a n d  m o s t  a g r e e a b l e  e m p l o y m e n t  ( L X X X V ) ,  M o n e y  p l a c e d
o n  l o a n  i s  b o u n d  t o  b r i n g  i n  m o r e  b e c a u s e  o f  t h e  g r e a t e r
r i s k  i n v o l v e d  ( L X X X V I ) .  A n d  m o n e y  i n v e s t e d  i n  a g r i c u l t u r e ,
m a n u f a c t u r i n g ,  a n d  c o m m e r c i a l  e n t e r p r i s e s  m u s t  p r o d u c e
a n  e v e n  g r e a t e r  p r o f i t ,  s i n c e  -  " b e s i d e s  t h e  i n t e r e s t  o f
h i s  c a p i t a l  t h e  u n d e r t a k e r  s h o u l d  e a c h  y e a r  d r a w  a  p r o f i t
t o  r e c o m p e n s e  h i m  f o r  h i s  c a r e  ( p e i n e ) ,  h i s  l a b o u r ,  h i s
t a l e n t s ,  a n d  h i s  r i s k s ,  a n d  f u r n i s h  h i m  i n  a d d i t i o n  t h a t
w h e r e w i t h  h e  m a y  r e p l a c e  t h e  a n n u a l  w e a r  a n d  t e a r  o f  h i s
30
a d v a n c e s  "  T h u s ,  h e  o u t  I i n e s  t h e  d i s t r i b u t i o n  o f
p r o f i t s  t h r o u g h o u t  t h e  e c o n o m i c  o r g a n i s m  a n d  n o t  j u s t  i n  
a g r  i c u I t u r e .
T h i s  i s  n o t  t o  s a y  t h a t  n o  o n e  b e f o r e  t h e  
p h y s i o c r a t s  t h e o r i z e d  c o n c e r n i n g  t h e  i m p o r t a n c e  o f  r e a l  
c a p i t a l  a n d  t h e  e m e r g e n c e  o f  p u r e  p r o f i t s  a s  s u c h ,
C a n t i l l o n ,  t h e  m o s t  a r t i c u l a t e  o n  t h i s  s u b j e c t  o f  t h e  
p h y s i o c r a t s ’ p r e d e c e s s o r s ,  s a y s ,  " I f  t h e  F a r m e r  h a v e
29, Turgot, R eflections on the Formation and D is tr ib u tio n  o f Riches 
(1770) W,J, Ashley ed itio n  1898, p , 84,
30, Ib id ,  p , 83,
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e n o u g h  c a p i t a l  t o  c a r r y  o n  h i s  e n t e r p r i s e ,  I f  h e  h a v e  
t h e  n e e d f u l  t o o l s  a n d  i n s t r u m e n t s ,  h o r s e s  f o r  p l o u g h i n g ,  
c a t t l e  t o  m a k e  t h e  l a n d  p a y ,  e t c .  h e  w i l l  t a k e  f o r  
h i m s e l f  a f t e r  p a y i n g  a l l  e x p e n s e s  a  t h i r d  o f  t h e  p r o d u c e
3 I
o f  h i s  f a r m " .  B u t  t h i s  t h e o r y  w a s  n o t  f r a m e d  w i t h i n
t h e  c o n t e x t  t h a t  Q u e s n a y  h a d  i n  m i n d ,  i n  w h i c h  i n v e s t m e n t
o p p o r t u n i t i e s  o f f e r e d  b y  t h e  a g r i c u l t u r a l  r e v o l u t i o n
m o t i v a t e d  f a r m e r s  t o  a c c u m u l a t e  c a p i t a l  o u t  o f  t h e i r
i n c o m e .  H e  o b s e r v e s  t h a t  t h e  " g r e a t e s t  n u m b e r  o f
F a r m e r s  i n  a l l  C o u n t r i e s "  s p e n d  t h i s  p r o f i t  " o n  l i v i n g
32
m o r e  c o m f o r t a b l y  i n s t e a d  o f  s a v i n g  i t " .  W h e n  h e  e x a m i n e s
m a n u f a c t u r e r s ,  l i k e  Q u e s n a y  a f t e r  h i m ,  h e  s e l e c t s  a s  a  
r e p r e s e n t  a t i v e  e x a m p l e  p r o d u c t i o n  u n d e r  t h e  d i r e c t i o n  o f  
a  m a s t e r  c r a f t s m a n ,  i n  t h i s  c a s e  a  m a s t e r  h a t t e r :
" A g a i n ,  a  m a s t e r  H a t t e r  w h o  h a s  c a p i t a l  t o  c a r r y  o n  h i s  
m a n u f a c t u r e  o f  H a t s ,  e i t h e r  t o  r e n t  a  h o u s e ,  b u y  b e a v e r ,  
w o o l ,  d y e ,  e t c .  o r  t o  p a y  f o r  t h e  s u b s i s t e n c e  o f  h i s  
w o r k m e n  e v e r y  w e e k ,  o u g h t  t o  f i n d  h i s  u p k e e p  i n  h i s  
e n t e r p r i s e ,  b u t  a l s o  a  p r o f i t  l i k e  t h a t  o f  t h e  F a r m e r  w h o  
h a s  h i s  t h i r d  p a r t  f o r  h i m s e l f ,
N o w ,  a s  w e  h a v e  s a i d  b e f o r e ,  p r  e - c a p I t a l I s t i c  
m o d e s  o f  p r o d u c t i o n  n e e d  n o t  n e c e s s a r i l y  i m p l y  a n y  l a c k  
o f  e c o n o m i c  g r o w t h  a n d  d e v e l o p m e n t .  C a n t  i l  I o n ' s  
c o n t e m p o r a r y  J o h n  L a w ,  t h e  r e a d e r  w i l l  r e m e b e r ,  t o o k  i t  
f o r  g r a n t e d  t h a t  c o n s i d e r a b l e  c r e d i t  c o u l d  b e  m a n u f a c t u r e d
52, C an tillo n , 0£. c i t ,. p , 201,
32, Ib id ,. p , 123,
33, Ib id ,. p , 203,
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w i t h o u t  c a u s i n g  i n f l a t i o n ,  f o r  t h i s  e x p a n s i o n  o f  c r e d i t  
w o u l d  b e  u s e d  t o  m u l t i p l y  t h e  n u m b e r  a n d  r a n g e  o f  e n t e r ­
p r i s e s  a n d  p u t  t o  w o r k  a n d  o r g a n i z e  m o r e  p r o d u c t i v e l y  t h e  
p l e n t i f u l  s u p p l y  o f  u n d e r e m p I o y e d  l a b o u r  w h i c h  i s  u s u a l  
i n  p r e i n d u s t r i a  I s o c i e t i e s .  H o w e v e r ,  a s  t h e  1 8 t h  c e n t u r y
m o v e d  o n  a n d  t h e  19t h  c e n t u r y  b e g a n ,  e c o n o m i s t s  t e n d e d  t o  
g i v e  l e s s  w e i g h t  t o  i n d u s t r i a l  a n d  c o m m e r c i a l  o r g a n i z a t i o n ^ ^  
a n d  b e c a m e  m o r e  i m p r e s s e d  w i t h  t h e  p o t e n t i a l i t y  o f  f a c t o r y  
p r o d u c t i o n  a n d  t h e  m a c h i n e .  B a u d e a u  a n d  T u r g o t  w e r e
t h e  f i r s t  e c o n o m i c  t h e o r i s t s  t o  s e e  t h e  p r o m i s e  o f  c a p i t a l ­
i s t i c  i n d u s t r y ,  p r o b a b l y  b e c a u s e  t h e y  s a w  t h e  a n a l o g y  
b e t w e e n  i t  a n d  t h e  g r a n d e  c u I t u r e .
T h o u g h  f a c t o r y  p r o d u c t i o n  w a s  a s  y e t  n o w h e r e
t y p i c a l ,  B e u d e a u  c o n s i d e r e d  i t  a  n o r m  b y  w h i c h  e f f i c i e n c y
s h o u l d  b e  j u d g e d :  " N o w ,  i t  i s  r e a s o n a b l e  t h a t  o b j e c t s
a r e  f a s h i o n e d  m u c h  b e t t e r ,  a t  l e s s  e x p e n s e ,  i n  a  m a n n e r
m o r e  p r o m p t  a n d  l e s s  v a r i a b l e  i n  a  l a r g e  f a c t o r y  s u p p l i e d
b y  a n  a d v a n c e  o f  r a w  m a t e r i a l s ,  o f  e x t e n s i v e  a n d  h e a v y
i n s t r u m e n t s ,  u n d e r  t h e  d i r e c t i o n  o f  a n  a b l e  m a s t e r ,  t h a n
t h e y  c a n  b e  o n  a  s m a l l  s c a l e  b y  a  s i m p l e  w o r k m a n  d e s t i t u t e
35
o f  t e c h n i q u e  ( a r t )  a n d  m e a n s . "  B a u d e a u  u n d e r s t o o d
t h a t  t h e  m a c h i n e  i s  t h e  p r i m u m  m o b i l e  o f  t h e  f a c t o r y  s y s t e m  
a n d ,  p r e s c i e n t l y ,  h e  f o r e s a w  t h a t  i t  w o u l d  l e n d  i t s e l f
34, In  th is  respect, Adam Sm ith's unparadleled emphasis on the d iv is ion  
o f  labour is  an anachronism; or in  any event, i t  is  a somewhat citaV 
directed  appraisal o f  the essentia l changes that were occuring in  
industry,
35, D a ire , op, c i t ,* p,  714,
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t o  p r o  I î f e r e t î v e  d e v e l o p m e n t ,  w h i c h  w o u l d  m a k e  t h i s  f o r m
o f  i n d u s t r i a l  o r g a n i z a t i o n  e v e n  m o r e  s i g n i f i c a n t  f o r  t h e
f u t u r e .  L i k e  m o d e r n s ,  h e  u s e d  t h e  w o r d  " i n v e n t i o n "
36
a l m o s t  a s  a  s y n o n y m  f o r  i n d u s t r i a l  p r o g r e s s ,  a n d ,  t y p i f y ­
i n g  t h e  p h y s i o c r a t s *  z e a l  t o  f u r t h e r  t h e  a s c e r t a i n a b l e
c o u r s e  o f  h i s t o r y ,  h e  h e l p e d  t o  f o u n d  t h e  S o c i é t é  L i b r e
 ^ 37
D  * E m u  I a t  i o n ,  w h i c h  w a s  t o  e n c o u r a g e  i n v e n t o r s .  H e  g a v e
a s  e x a m p l e s  o f  m a c h i n e  p r o d u c t i o n  t h e  l a r g e  b a k e r y ,  m a c h i n e
38
k n i t t i n g ,  a n d  p r i n t i n g .  B a u d e a u  t r i e s  t o  i m p r e s s
u p o n  t h e  r e a d e r  t h a t  p r o d u c t i o n  e n  g r a n d ,  i n  b o t h  a g r i ­
c u l t u r e  e n d  i n d u s t r y ,  r e q u i r e s  t h e  d i r e c t i o n  o f  a  c l a s s  
o f  c a p i t a  I i s t - e n t r e p r e n e u r s ,  a n d ,  a s  w e l l ,  a  d o c i l e  l a b o u r  
f o r c e .  " L e t  u s  o b s e r v e ,  f i r s t  o f  a l l ,  a  d i s t i n c t i o n  w h i c h  
m u s t  b e  f o u n d  m o r e  o r  l e s s  e v i d e n t  i n  t h e  g r e a t  c i v i l i z e d  
S t a t e s " ,  h e  w r i t e s ,  " b e t w e e n  t h e  c h i e f s  a n d  d i r e c t o r s  o f  
l a b o u r  o f  t h i s  k i n d ,  a n d  t h e  s i m p l e  w o r k e r s  o r  m a n u a l  l a b ­
o u r e r s  w h o  o p e r a t e  u n d e r  t h e i r  o r d e r s .  T h e  c h i e f  m a k e s  
t h e  a d v a n c e s  a n d  t h e  p r e p a r a t i o n s  f o r  m a n u f a c t u r i n g ,  h e  
c o u r t s  t h e  r i s k s , h e  m a n a g e s  a n d  d i r e c t s  b y  h i s  t e c h n o l o g ­
i c a l  k n o w l e d g e  ( a r t ) ;  t h e  s i m p l e  w o r k e r  e x e c u t e s  a n d
39
r e c e i v e s  h i s  w a g e . "  I n  s h o r t ,  B a u d e a u  h a d  a  f i r m
c o m p r e h e n s i o n  o f  b o t h  t h e  t e c h n o l o g i c a l  a n d  s o c i o l o g i c a l  
n a t u r e  o f  c a p i t a l i s t i c  i n d u s t r y .
36. I b i d . ,  pp. 716-725.
37. I b i d . , p.  652.
38. I b i d . ,  pp. 724, 725, 720, 721.
39. I b i d . ,  p.  714.
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B e u d e a u  m a y  h a v e  a c q u i r e d  t h i s  a d v a n c e d  v i e w  o f
i n d u s t r y  f r o m  h i s  c o h o r t  T u r g o t  w h o s e  R e f l e c t i o n s ,  w r i t t e n
i n  1764 ,  h a d  f i n a l l y  b e e n  p u b l i s h e d  t h e  y e a r  b e f o r e  t h e
work we have j u s t  quoted  ( I n t r o d u c t  ion £  J_a Phi losoph ie
Ë c o n o m i  q u e ,  177 I ) .  T u r g o t  h a d  a l r e a d y  f o u n d  " e n t e r p r i s e s
o f  M a n u f a c t u r e  *  *  *  *  t o  p r e s e n t  a  m o r e  s t r i k i n g  e x a m p l e
40
o f  t h e  n e c e s s i t y  a n d  e f f e c t  o f  l a r g e  a d v a n c e s "  t h a n  a g r i ­
c u l t u r e .  H e  r e a s o n e d  t h a t  t h e  p r o g r e s s  o f  b o t h  i n d u s t r y  
a n d  a g r i c u l t u r e  g e n e r a l l y  c a l l e d  f o r  g r e a t e r  s p e c i a l i z a t i o n  
e n d  a  l a r g e r  s c a l e  f o r  e a c h  p r o d u c i n g  u n i t  ( R e f  I e c t  i o n s ,  I I ,  
I I I ,  I X ) .  " E v e r y o n e  p r o f i t e d  by t h i s  a r r a n g e m e n t  " ,  h e  s o y s  
o f  t h e  d i v i s i o n  o f  l a b o u r  b e t w e e n  t h e  c u l t i v a t o r s  o f  d i f f ­
e r e n t  c r o p s  a n d  o t h e r  p a r t s  o f  s o c i e t y ,  " f o r  e a c h  b y  d e ­
v o t i n g  h i m s e l f  t o  a  s i n g l e  t y p e  o f  w o r k  s u c c e e d e d  m u c h  
b e t t e r . "  W h a t  i s  i m p o r t a n t ,  h e  c a t c h e s  t h e  v e r y  s i g n i ­
f i c a n t  p o i n t  ( S m i t h  w a s  h a r d l y  l e s s  e x p l i c i t )  t h a t  t h e  
c o n t i n u a t i o n  o f  t h i s  s o r t  o f  i m p r o v e m e n t  i n  i n d u s t r i a l  
o r g a n i z a t i o n  w o u l d  g e n e r a l l y  r e q u i r e  m o r e  c a p i t a l - i n t e n s i v e  
e n t e r p r i s e s .  T h i s  m u s t  b e  s o ,  h e  a r g u e s  b y  a n a l o g y ,  f o r  
i n d i v i d u a l  h o m e - p r o d u c t i o n  i s  n e c e s s a r i l y  v e r y  i n e f f i c i e n t :  
" I f  t h e  m a n  w h o  c a u s e s  t h e  l a n d  t o  p r o d u c e  a l l  t h e s e  d i f f ­
e r e n t  t h i n g s  a n d  u s e s  t h e m  t o  s u p p l y  a l l  h i s  w a n t s  w e r e  
h i m s e l f  o b l i g e d  t o  p u t  t h e m  t h r o u g h  a l l  t h e  i n t e r m e d i a t e  
s t a g e s ,  i t  i s  c e r t a i n  t h a t  h e  w o u l d  s u c c e e d  v e r y  b a d l y  *  *  *  
t a k e  f o r  e x a m p l e  t h e  p r e p a r a t i o n  o f  h i d e s ;  w h a t  l a b o u r e r  
c o u l d  a t t e n d  t o  a l l  t h e  d e t a i l s  n e c e s s a r y  i n  t h i s  o p e r a t i o n .
40. Turcfot OP, c i t . ,  p .55,
41. I b i d . « p.  6.
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which lasts  several  months and sometimes several  years?
I f  he could,  would he be able to ,  fo r  a s ing le  hide?
What loss o f  t ime,  o f  space, o f  m a t e r i a l s ,  which might be 
served a t  the same t ime o r  successively to tan a g rea te r  
q u a n t i t y  o f  h ides ."^^
This discussion o f  the operat ion  o f  a tannery
brings us to the subject  o f  the physiocrats*  theory of
c a p i t a l  (d is t in g u is h e d  from t h e i r  theory of  p r o f i t s ) ,  
that  is to say, the reasons they gave f o r  the product i v e -  
ness of  c a p i t a l .  We might quote t h i s  discussion at
length,  f o r  i t  presents t h e i r  theory in i t s  most developed 
form: "whoever has seen the establ ishment  o f  a Tanner 
r e a l i z e s  the absolute i m p o s s i b i l i t y  o f  one poor man, or  
several  poor men, providing themselves with hides, l ime,  
tan ,  u t e n s i l s ,  e t c . ,  g e t t in g  the bui ld ings  erected  which 
are necessary fo r  s e t t in g  the Tan-house in o pe ra t io n ,  and 
l i v i n g  during the several  months u n t i l  the lea ther  is sold.
*  *  *  who w i l l  get the canals,  market h a l l s  and a l l  the 
d i f f e r e n t  kinds o f  bu i ld ings  constructed? Who wi l l  enable  
the great  number o f  workmen to l i ve  u n t i l  the leather  is 
sold,  o f  whom none could prepare a s ing le  skin o f  himsel f?
*  *  *  I t  w i l l  be one of  those possessors of  cap i ta I s , or
o f  moveable accumulated va lues,  who wi l l  employ them, p a r t ­
ly in advances fo r  the co nstruc t ion  o f  the establ ishment  
and f o r  the purchase of  m a t e r i a l s ,  p a r t l y  fo r  the d o i l y  
wages o f  the Workmen who labour in the p repara t ion  ( o f  
these commodit ies) .  I t  is he who w i l l  wai t  f o r  the sa le
42. I b i d . , p .  5.
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of  the leother  to re tu r n  to him not only a l l  h is  advances 
but a p r o f i t  in a d d i t i o n ,  s u f f i c i e n t  to make up to him 
what his money would have been worth had he employed i t  
in the purchase o f  an e s t a t e ;  and, furthermore ,  f o r  the  
wages due to h is  labours,  he cares,  his r i s k s ,  and even 
his s k i l l s ;  f o r  doubt less,  i f  the p r o f i t  were the same,
he would have p r e fe r r e d  to l i v e  without  any e x e r t io n  on 
the revenue o f  the land he could have acqui red with the  
same c a p i t a l *  As f a s t  as the c a p i t a l  comes back to him 
by the sa le  o f  the products,  he uses i t  fo r  new purchases 
in order to supply and mainta in  his manufactory by t h i s  
continued c i r c u l a t i o n :  on h is  p r o f i t s  he l i v e s ,  and he
places on one s ide what he can spare to increase his  
c a p i t a l  and put in to  h is  business,  adding to the amount
43
o f  h is  advances in order  to add s t i l l  more to h is  p r o f i t s .
Wi th in  the l i m i t a t i o n s  of  our study,  we con do no 
more than o u t l i n e  the general  character  o f  t h i s  theory o f
44
c a p i t a l .  In i t s  e s s e n t i a ls  i t  is the l in e  o f  reason
43, Ib id , , pp, 5B-54
44, The historiographer must admit from the very beginning th a t, w ith  
physiocracy, economics hcud already become a s c ie n t if ic  d is c ip lin e  
employing such an elaborate and re fin ed  body o f  abstraction that in no 
sense can one make an exhaustive study o f  any economist worth 
mentioning; he can only chose the scale o f h is  study, whether in  
inches or in  m iles . To understand why th is  is  so, a l l  one has to 
o f  is  read Marx's lengthy discussion on c irc u la tio n  as described by 
the tableau économique. A ll o f  i t  was v a lid , even s ig n if ic a n t,
and i t  seems to have influenced Marx's own thoughts on the subject; 
y e t, i t  is  such a minute—scale examination th at i t  is  o f  in te res t 
only to the s p e c ia lis t and to Marx h im self.
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adopted by Adam Smith and infused by him Into the main 
stream of  economic thought ,  e i t h e r  from h is  reading o f
Turgot -----  o f  which we have no documentary evidence ------,
his conversat ions with Turgot ,  or  more l i k e l y  h is  own 
I n t e r p r e t a t i o n  o f  Quesnay. The Idea behind i t  a l l  is  
summed up by Turgo t 's  use ( a f t e r  the example of  Quesnay) 
o f  the word "advances". in essence, Turgot argues that  
c a p i t a l  y i e l d s  a p r o f i t  because I t  must be c a l l e d  fo r t h  
to br idge the temporal gap between product ive  e f f o r t  and 
the f i n a l  sa le  o f  the product .  Real Ca p i ta l  i s ,  in 
i t s  physical  form, simply the m a te r ia l  means o f  product ion  
(both row m a t e r ia l s  and machines) requ i red  to bridge t h is  
temporal gap. Turgot also considers another type o f  
c a p i t a l ,  what Marx would c o l l  v a r i a b l e  c a p i t a l :  the
wage fund used to buy "subsistence" goods f o r  the main­
tenance o f  labour.  The economic process begins,  or at  
l e a s t ,  wi th c a p i t a l - i n t e n s i v e  technique is dependent upon 
advances made by the cap I ta  I I s t - e n t repreneur who, f u l f i l l ­
ing the dut ies  o f  h is  c a l l i n g ,  c o l l e c t s  h is  p r i n c i p a l  and 
p r o f i t  from the f l u x  and r e f l u x  o f  these advances and 
comp I us i ve ly r e inv e s ts  them in his e n t e r p r i s e .  True to 
the bias o f  physiocracy,  these advances, money to begin
w i t h ,  become completely embodied in m a te r ia l  th ings  -----
goods to produce with or to l i v e  on: a stock o f  row
m a t e r i a l s ,  machines, and "subsistence" goods. The physio­
c r a t s ,  o f  course,  gave t h i s  m a te r ia l -b a sed  plane o f  logic  
a t w is t  o f  t h e i r  own: the income o f  a l l  sectors and the
c a p i t a l  th a t  might be accumulated t h e re in  was thought to
41
b e  c o n s t  I t u t e d  f r o m  a  p h y s i c a l  a n d  v a l u e  s u r p l u s  t h a t
c o u l d  o n l y  b e  p r o d u c e d  b y  I n d u s t r i e s  a i d e d  b y  t h e  n a t u r a l
a g e n t s .  S i n c e  o n l y  m a t e r i a l  s t u f f  c o u l d  b e  c o n s i d e r e d
R e a d  C a p i t a l ,  I t  c o u l d  o n l y ,  t h e y  r e a s o n e d ,  b e  a c c u m u l a t e d
b y  n o t  c o n s u m i n g  t h e  w h o l e  o f  t h e  a n n u a l  p h y s i c a l
p r o d u c t i o n .  I t  w a s  t h i s  f a c t  t h a t  I n s p i r e d  t h e i r
m i s t a k e n  r e n u n c i a t i o n  o f  t h e  b a n k i n g  t h e o r i s t ' s  s c h e m e s
4 5
t o  m a n u f a c t u r e  m o n e t a r y  c a p i t a l .  I n  r e t r o s p e c t ,  t h i s
a d v a n c e - t h e o r y  o f  c a p i t a l  m a y  s e e m  a  s i m p l e  e n o u g h  I n s i g h t ,  
b u t  I s  I s  a n  o w l - e y e d  t r u t h .  B a s l c a l l y .  I t  I s  t h e  s a m e
I)
I d e a  B o h m - B a w e r k  m a d e  s o  m u c h  o f  w i t h  h i s  t a l k  a b o u t
c a p i t a l i s t i c  p r o d u c t i o n  b e i n g  a  r o u n d - a b o u t  p r o c e s s .
T h e  m o s t  o b v i o u s  I m p l i c a t i o n  o f  t h i s  a d v a n c e - t h e o r y  o f
c a p i t a l  i s  t h a t  i t s  a c c u m u l a t i o n  r e q u i r e s  s a v i n g .
M o r e o v e r ,  I n  r e e l  t e r m s  t h e  a c c u m u l a t e d  c a p i t a l  a p p e a r e d
a s  a  s t o c k  o f  m a t e r i a l  m e a n s  o f  p r o d u c t i o n ,  T u r g o t
46 '
( a n d  o c c a s i o n a l l y  Q u e s n a y  )  r e f e r r e d  t o  s u c h  c o m m o d i t i e s
45, I t  is c e rta in ly  true that p a rt o f  the physical surplus o f  
ag ric u ltu re  had to he given to the production o f  Real C apita l fo r  
th is  fa c to r  o f  production to be accumulated, but the Real Economist 
went too fa r  when he went on to conclude that there is  so l i t t l e  
slack in  the economic machine that c a p ita l can only come in to  
existence by a conscious decision to consume less o f  th is  physical 
surplus. !Die manufacture o f  monetary c a p ita l, independent o f  the 
process o f exchange, allows one in  c e rta in  circumstances to have 
h is  cake and eat i t  too, fo r  i t  may provide a greater quantity  o f  
ingredients w ith which a la rg e r  cake can be baked,
46, Quesnay leaves us in doubt as to what he Tueans by th is  word, 
D aire , op, c i t,, p , 69, But R iv ie re  uses i t  to convey a meaning 
s im ila r to th at o f  Turgot, which we examine in  th is  parçtgraph.
He apparently considered as "moveable riches" any possessions that 
can be re a d ily  fransformed into exchange value and are therefore  
a p o te n tia l source o f  c a p ita l. Ib id ,, p , 475,
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b y  t h e  g e n e r i c  n a m e  " m o v e a b l e  r i c h e s "  ( r i c h e s s e s  
n o b i l i a i r e s ) .  " W h e n  t h e  p r o d u c e  t h e y  g a t h e r e d  w a s  
d i f f i c u l t  t o  k e e p " ,  s a y s  T u r g o t  I n  r e f e r e n c e  t o  t h e  
l a n d o w n e r s ,  " t h e y  m u s t  h a v e  s o u g h t  t o  p r o c u r e  f o r  
t h e m s e l v e s  I n  e x c h a n g e  a r t i c l e s  o f  a  m o r e  d u r a b l e  n a t u r e ,  
w h o s e  v a l u e  w o u l d  n o t  b e  d e s t r o y e d  b y  t i m e ,  o r  w h i c h  
c o u l d  b e  e m p l o y e d  I n  s u c h  a  f a s h i o n  a s  t o  o b t a i n  p r o f i t s  
w h i c h  w o u l d  r e p a i r  t h e  l o s s  o f  v a l u e  w i t h  s t i l l  f u r t h e r
g a i n ....................................P o s s e s s i o n s  o f  t h i s  k i n d ,  r e s u l t i n g  f r o m
t h e  a c c u m u l a t i o n  o f  a n n u a l  p r o d u c e  n o t  c o n s u m e d ,  a r e  
k n o w n  b y  t h e  n a m e  o f  m o v e a b I e  r I c h e s .  F u r n i t u r e ,  h o u s e s ,
p l a t e ,  c o m m o d i t i e s  I n  w a r e h o u s e ,  t h e  t o o l s  o f  e a c h  t r a d e
a n d  c a t t l e  b e l o n g  t o  t h i s  w e a l t h .................................  I t  I s  e v e n
n e c e s s a r y  t h a t  I n  e v e r y  t r a d e  t h e  w o r k m e n ,  o r  t h e
48
47
U n d e r t a k e r s  w h o  s e t  t h e m  t o  w o r k ,  s h o u l d  h a v e  a
c e r t a i n  f u n d  o f  m o v e a b l e  r i c h e s  a c c u m u l a t e d  b e f o r e h a n d . "  
T h e  r e a d e r  w i l l  n o t i c e  t h a t  t h i s  l i s t  I s  a  d i s c o n t i n u o u s  
r a n g e  o f  " c a p i t a l "  g o o d s .  T h e  c a t t l e  a n d  t o o l s  o f  t r a d e  
c a n  d e f i n i t e l y  b e  c o n s i d e r e d  R e a l  C a p i t a l ;  t h e y  a r e  
m a t e r i a l  m e a n s  o f  p r o d u c t i o n  u s e d  I n  e x p e c t a t i o n  o f  a
47. Turgot uses the word Entreprenuers, which W,J, Ashley consistently  
tran s la tes  as "Undertakers” , This Just goes to show th a t a  p a rt ic u la r  
concept need not presuppose a given b it  o f  Jargon, The physiocrats  
had what in  recent usage might be broadly re fe rred  to as a ”theory
o f entrepreneurial labour”; that they occasionally used words other 
than "entrepreneurs” to convey the same idea does not m atter. And, 
as we have pointed out before, Quesnay and Mirabeau can be cred ited  
or blxmed fo r  an u t i l i t y  theory o f value to the same mjeasure as 
Le Trosne, though the fornuer usually used words other than " u t i l i t y ” 
in  th is  p a rt ic u la r  context,
48, Turgot, c i t , pp, 43-44,
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f u t u r e  p r o f î t .  B u t ,  a s  w e l l ,  h e  h a s  i n c l u d e d  o t h e r ,  
p o s s e s s i o n s  w h i c h  a r e  n o t  p r o d u c t i v e  g o o d s  I n  t h e i r  
o w n  r i g h t ,  b u t  a r e  u s e d  t o  c o n t r a c t  c r e d i t .  I . e .  
t h e  p l a t e  c a n  b e  p a w n e d  o r  m e l t e d  d o w n ,  h o u s e s  a n d  
f u r n i t u r e  m o r t g a g e d ,  a n d  c o m m e r c i a l  p a p e r  I s s u e d  o n  
c o m m o d i t i e s  I n  w a r e h o u s e .  T h i s  c o n s i d e r a t i o n  t i e s  
t o g e t h e r  h i s  t h e o r i e s  o f  c a p i t a l ,  p r o f i t ,  a n d  I n t e r e s t *  
T h e  r a t e  o f  I n t e r e s t ,  w h i c h  I s  a  f a c t o r  o f  t h a t
49
e q u i l i b r i u m  h e  s a w  e s t a b l i s h e d  b e t w e e n  a l l  p r o f i t s .
I s  n o t  s i m p l y  a  f u n c t i o n  o f  t h e  q u a n t i t y  o f  m o n e y  a n d  
I t s  v e l o c i t y  a s  L o c k e  a n d  L a w  s u g g e s t e d ,  b u t  m o r e  
p r e c i s e l y  a  f u n c t i o n  o f  t h e  w h o l e  a c c u m u l a t i o n  o f  
m o v e a b l e  r i c h e s ,  w h e t h e r  I n  t h e  f o r m  o f  s p e c i e  o r  e f f e c t s  
r e a d i l y  c o n v e r t i b l e  I n t o  m o n e y .  " T h e  p r i c e  o f  i n t e r e s t "  
w r i t e s  T u r g o t ,  " d e p e n d s  I m m e d i a t e l y  u p o n  t h e  r e l a t i o n  
b e t w e e n  t h e  d e m a n d  o f  t h e  b o r r o w e r s  a n d  t h e  o f f e r  o f  
t h e  l e n d e r s ;  a n d  t h i s  r e l a t i o n  d e p e n d s  c h i e f l y  o n  t h e  
q u a n t i t y  o f  m o v e a b l e  r i c h e s  a c c u m u l a t e d ,  b y  t h e  s a v i n g  
o f  r e v e n u e s  a n d  o f  a n n u a l  p r o d u c t s ,  t o  f o r m  c a p i t a l  
w i t h a l ,  w h e t h e r  t h e s e  c a p i t a l s  e x i s t  I n  m o n e y  o r  a n y
o t h e r  k i n d  o f  e f f e c t s  h a v i n g  a  v a l u e  I n  c o m m e r c e ......................
I t  I s  I n d i f f e r e n t  w h e t h e r  t h e s e  v a l u e s  a r e  I n  m e t a l  
o r  I n  o t h e r  e f f e c t s ,  p r o v i d e d  t h a t  t h e s e  e f f e c t s  a r e  
e a s i l y  c o n v e r t i b l e  I n t o  m o n e y .  I t  i s  f a r  f r o m  b e i n g  
t h e  c a s e  t h a t  t h e  m a s s  o f  m e t a l  e x i s t i n g  I n  t h e  S t a t e  I s  
a s  l a r g e  a s  t h e  s u m  o f  t h e  v a l u e s  l e n t  o n  I n t e r e s t  I n  
t h e  c o u r s e  o f  t h e  y e a r ;  o n  t h e  c o n t r a r y  a  I I t h e  c a p i t a l
49, See pagesl33andl33 o f  th is  chapter.
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î n  f u r n i t u r e ,  î n  m e r c h a n d i s e ,  î n  t o o l ,  î n  c a t t l e ,  t a k e  
t h e  p l a c e  o f  s i l v e r  a n d  r e p r e s e n t  i t .  A  p a p e r  s i g n e d  
b y  a  m a n  w h o  h a s  w e l l - k n o w n  e f f e c t s  w o r t h  a  h u n d r e d  
t h o u s a n d  f r a n c s ,  a n d  w h o  p r o m i s e s  t o  p a y  a  h u n d r e d  
t h o u s a n d  f r a n c s  a t  s u c h  a  d a t e ,  p a s s e s  f o r  a  h u n d r e d  
t h o u s a n d  f r a n c s  u n t i l  t h a t  d a t e . . . . .  I t  i s  n o t ,  t h e r e ­
f o r e ,  t h e  q u a n t i t y  o f  s i l v e r  e x i s t i n g  a s  m e t a l  w h i c h  
c a u s e s  t h e  i n t e r e s t  o f  m o n e y  t o  r i s e  o r  f a  I I ,  o r  
w h i c h  b r i n g s  i n t o  c o m m e r c e  m o r e  m o n e y  t o  b e  l e n t ;  i t  
i s  s i m p l y  t h e  s u m  o f  c a p i t a l s  t o  b e  f o u n d  i n  c o m m e r c e ,  
t h a t  i s  t o  s a y ,  t h e  a c t u a l  s u m  o f  m o v e a b l e  r i c h e s  o f  
e v e r y  k i n d ,  a c c u m u l a t e d ,  s a v e d  b i t  b y  b i t  o u t  o f  t h e  
r e v e n u e s  a n d  p r o f i t s ,  t o  b e  e m p l o y e d  t o  o b t a i n  f o r  
t h e  p o s s e s s o r s  n e w  r e v e n u e s  a n d  n e w  p r o f i t s . ' * ^ ^
B y  a n d  l a r g e ,  t h i s  i s  a  m o r e  s o p h i s t i c a t e d  r e n d i t i o n  
o f  t h a t  t h e o r y  o f  c a p i t a l  u s u a l l y  a s s o c i a t e d  w i t h  A d a m  
S m i t h , ^  H e r e ,  f o r  c o m p a r i s o n ,  t h e  r e a d e r  i s  n o t  l e f t  
i n  d o u b t  w h y  t h e  p u r c h a s e  o f  d u r a b l e  t h i n g s  l i k e  h o u s e s .
50, Turgot, c i t ,, pp, 43-44.
51. I t  should be made c le a r that Turgot s^ toorh on ca p ita l cannot,
on the basis o f  what he a c tu a lly  accomplished, be considered p r im itiv e ,  
even by modern standards, Schumpeter says, and i t  can hardly be 
contested, that Adam Sm ith's performance, "though in f in i t e ly  more 
p ro lix , f a l l s  fa r  short o f  Turgot's .... I t  is  doubtful whether 
A lfred  Marshall had advanced beyond i t ,  ce rta in  that J ,S , M i l l  had
not, Éohm Bawerh no doubt added a new branch to i t ,  but
su b s ta n tia lly  he subscribed to Turgot's propositions....... the
theory was not only swallowed by the large m ajo rity  o f economists: 
i t  was swallowed hooh, l in e ,  and s inker".
H istory o f  Economic Thought, pp, 324, 325,
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p l a t e ,  a n d  f u r n i t u r e ,  i s  m o r e  c o n d u c i v e  t o  e c o n o m i c  
p r o g r e s s  t h a n  g l u t t o n y  a n d  t h e  k e e p i n g  o f  s e r v a n t s *
T h e  t h e o r y  r e v i e w e d  i n  t h i s  p a r a g r a p h  w a s  n o t  
d e v e l o p e d  s y s t e m a t i c a l  I y  b y  t h e  o t h e r  p h y s i o c r a t s *
F o l l o w i n g  B o i s g u i  I I e b e r t ,  t h e y  a l l  s t r e s s e d  t h e  
i m p o r t a n c e  o f  c o m m e r c i a l  p a p e r  i s s u e d  o n  r e a d i l y  
t r a n s f e r a b l e  p r o p e r t y .  B u t  a  t h e o r y  o f  i n t e r e s t  
i s  n o n - e x i s t e n t ,  o r  r a t h e r ,  t o  t h e  e x t e n t  t h e y  h a v e  
o n e ,  i t  l a p s e s  i n t o  t h e  m o r e  i n a n e  f o i b l e s  o f  
S c h o l a s t i c  o p i n i o n *
T u r g o t  w a s  t h e  f i r s t  e c o n o m i s t  t o  p u t  s u c h  a
t r e m e n d o u s  e m p h a s i s  o n  s a v i n g *  H e  w a s  h a r d l y  l e s s
d i s a p p r o v i n g  t h a n  A d a m  S m i t h  o f  w e a l t h y  p e o p l e  w h o
s p e n d  t h e i r  p r i n c i p a l  o n  f o o l i s h  e x p e n s e s  i n s t e a d  o f
52
e m p l o y i n g  i t  a t  a  p r o f i t *  G r a n t e d ,  f r u g a l i t y  h a d
a l w a y s  b e e n  a  b y - w o r d  o f  t h e  c o m m e r c i a l  e t h o s  i n  E n g l a n d ,
a s  e l s e w h e r e *  L o c k e ,  f o r  e x a m p l e ,  c o u l d  n o t  h e l p
b u t  b e  a w a r e  o f  t h e  t r i v i a l  f a c t  t h a t  m o n e y  m u s t  b e
s a v e d  i f  i t  i s  t o  b e  l e n t ,  b u t ,  t y p i c a l  o f  t h e  m e r c a n t i l i s t s ,
h e  w a s  n o t  n e a r l y  s o  c o n c e r n e d  a b o u t  a n  i n a d e q u a t e
p r o p e n s i t y  t o  s a v e  a s  h e  w a s  w i t h  t h e  e f f e c t  i n t e r n a t i o n a l
m o n e t a r y  f l o w s  w o u l d  h a v e  o n  t h e  a b i l i t y  t o  s a v e .
D a v i d  H u m e  e m p h a s i s e d  s a v i n g ,  a s  s u c h ,  r a t h e r  m o r e  t h a n
m o s t  o f  h i s  c o n t e m p o r a r i e s ,  b u t  i t  i s  f i r s t  w i t h  T u r g o t  t h a t  t h e
a c t
52, R eflec tio n s , L X V III, LX X V III.
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o f  s a v i n g  I s  l i n k e d  t o  t h e  a c c u m u l a t i o n  o f  R e a l  
C a p i t a l ,  a s  o p p o s e d  t o  m e r c a n t i l e  c a p i t a l ,  a n d  t h e r e b y  
t o  t e c h n o l o g i c a l  p r o g r e s s  i t s e l f ,
I ,  T h e  D i f f e r e n c e  b e t w e e n  Q u e s n a y  a n d  T u r g o t ;
S o  f a r ,  w e  h a v e  d i r e c t e d  m o s t  o f  o u r  a t t e n t i o n  
t o  T u r g o t * s  w o r k  o n  t h e  s u b j e c t  o n  c a p i t a l  a n d  h a v e  
b a r e l y  m e n t i o n e d  Q u e s n a y  i n  c o n n e c t i o n  w i t h  p r o f i t s .
W e  h a v e  s e v e r a l  r e a s o n s  f o r  d o i n g  t h i s .  F i r s t  o f  a l l ,  
Q u e s n a y ' s  t h e o r y  i s  i n c o m p l e t e  I n  s e v e r a l  r e s p e c t s .
A m o n g  o t h e r s ,  h i s  w o r k  o n  i n t e r e s t  f e l l  s o  f a r  b e l o w  
t h a t  o f  e v e n  h i s  f o r e b e a r  C a n t i  I I o n  t h a t  n o  u s e f u l  
p u r p o s e  c a n  b e  g a i n e d  b y  b r i n g i n g  i t  t o  l i g h t .  B u t ,  
m o r e  i m p o r t a n t ,  Q u e s n a y ' s  o w n  i d e a s  o n  c a p i t a l  a r e  s o  
d i s t i n c t i v e  t h a t  t h e  b e s t  a p p r o a c h  t o  t h e i r  u n d e r s t a n d i n g  
i s  t o  f i r s t  p l a n t  t h e  r e a d e r  o n  t h e  a n t i p o d a l ,  t h o u g h  
f a m i l i a r ,  g r o u n d s  o f  T u r g o t ' s  S m i t h - 1  i k e  t h e o r y .  O f  
c o u r s e ,  b o t h  T u r g o t  a n d  S m i t h ,  w e r e  s t u d e n t s  o f  Q u e s n a y ,  
a n d  f o r  t h a t  r e a s o n ,  a  I I t h r e e  e c o n o m i s t s  h a v e  a  g o o d  
d e a l  i n  c o m m o n  -  I n  p a r t i c u l a r  m a n y  f a c e t s  o f  t r u t h  
s u g g e s t e d  b y  t h e  w o r d  a d v a n c e s .  T h o u g h ,  i n  t w o  
r e s p e c t s  Q u e s n a y  e x p l o r e d  d i f f e r e n t  l e v e l s  o f  r e a l i t y .  
M o s t  u n i q u e ,  h e  e x a m i n e d  c a p i t a l  i n  t h e  p r o c e s s  o f  
f o r m a t i o n  w i t h i n  i n d i v i d u a l  s e c t o r s ;  t h i s  s e c t o r i a l  
a n a l y s i s  r e v e a l e d  i n s i g h t s  t h a t  w e r e  n o t  b r o u g h t  
o u t  b y  a  s t u d y  o f  c a p i t a l  I n  g e n e r a l  o f  t h e  S m l t h - T u r g o t  
g e n r e .  I t  p r o v e d ,  m o r e  c o n c l u s i v e l y .  B o Î s g u i  I I e b e r t * s
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c o n t e n t i o n  t h a t  t h e r e  m u s t  b e  a  p r o p o r t i o n a t e  
g r o w t h  o f  t h e  d i f f e r e n t  e c o n o m i c  s e c t o r s .  I t  w i l l  
b e  m o r e  c o n v e n i e n t  t o  s t u d y  t h i s  a s p e c t  o f  h i s  t h e o r y  
w i t h i n  t h e  c o n t e x t  o f  t h e  a n a l y t i c a l  t o o l  w i t h  w h i c h  
i t  w a s  p r e s e n t e d ,  t h e  t a b  I e a u  e c o n o m l q u e ,  a n d  s o  w e  
w i l l  s i i g h t  o v e r  t h e  s u b j e c t  f o r  t h e  p r e s e n t .  B u t  
i n  s t i l l  a n o t h e r  r e s p e c t ,  a  c o m p a r i s o n  o f  Q u e s n a y ' s  
t h e o r y  w i t h  t h a t  o f  T u r g o t  a n d  S m i t h  h i g h l i g h t s  t h e  
d i s t i n g u i s h i n g  b i a s e s  o f  t h e  t w o .  A f t e r  B o i s g u i l l e b e r t ,  
Q u e s n a y  e s t a b l i s h e d  a n  a n t i - h o a r d i n g  t r a d i t i o n  i n  h i s  
c i r c l e ,  w h e r e a s  t h e  l a t t e r  w e r e  o f  t h e  o p i n i o n  t h a t  
t h i s  i s  a  g r o u n d l e s s  f e a r  f o r ,  s o  t h e y  a r g u e d ,  
c a p i t a l i s t s  w i l l  a l w a y s  f i n d  i t  p o s s i b l e  t o  i n v e s t  a n y  
a m o u n t  o f  s a v i n g s  " i m m e d i a t e l y "  ( w i t h o u t  l a g ) .  " W h a t  
i s  s a v i e d " .  S m i t h  t e l l s  u s ,  " i s  a s  r e g u l a r l y  c o n s u m e d  
a s  w h a t  i s  a n n u a l  I y  s p e n t " .  T h a t  i s ,  T u r g o t  e n d  S m i t h  
a s s u m e d  t h i s  p a r t i c u I a r  n e c e s s a r y  c o n d i t i o n  f o r  f u I  I 
e m p l o y m e n t ,  w h e r e a s  Q u e s n a y  e x a m i n e d  t h e  f o r m a t i o n  o f  
c a p i t a l  w h e n  t h i s  c o n d i t i o n  i s  n o t  f u l f i l l e d ,
Q u e s n a y  a d o p t e d  B o i s g u i I  I e b e r t * s  o v e r - s a v i n g  
t h e o r y  o f  c r i s e s ,  c o m p l e t e  w i t h  t h e  m u l t i p l i e r .
Q u e s n a y  c o u l d  n e v e r  b e  a c c u s e d  o f  h a v i n g  l e s s  t h a n  h i s  
r i g h t f u l  q u o t a  o f  t h e o r e t i c a l  i m a g i n a t i o n ,  b e i n g  i n  e v e r y  
s e n s e  a n  o r i g i n a l ,  b u t ,  w h e n  i t  c a m e  t o  a p p l y i n g  t h e o r y  t o  
p r a c t i c a l  p r o b l e m s ,  h e  o f t e n  s h o w e d  a  d i s t i n c t  l a c k  o f  
c o m m o n  s e n s e .  T h e  m o s t  d e p l o r a b l e  e x a m p l e  o f  t h i s  i s  
t h e  f a c e t i o u s  p o l i c y  r e c o m m e n d a t i o n s  i n s p i r e d  b y  h i s
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u n d e r s t a n d i n g  o f  B o i s g u I  I I e b e r t ' s  m u l t i p l i e r .
H e  t h o u g h t  t h a t  t h e  m u l t i p l i e r  h a d  s u c h  g r e a t  a n d  
i m m e d i a t e  f o r c e  t h a t  a n y  d e c r e a s e  i n  s p e n d i n g ,  n o  m a t t e r  
h o w  m o m e n t a r y ,  w o u l d  p r e c i p i t a t e  a n  e x t e n d e d  e c o n o m i c  
d e c l i n e .  I r o n i c a l l y ,  f o r  t h a t  r e a s o n  a l o n e ,  h e  
f e a r e d  a n y  m o b i I i z i a t i o n  o f  c a p i t a l  t h a t  r e q u i r e s  -  
a s  i t  a l w a y s  m u s t  -  a  l e g  b e t w e e n  t h e  a c t  o f  s a v i n g  
a n d  u l t i m a t e  i n v e s t m e n t .  Q u e s n a y  m a d e  i t  a  m a x i m  
" T h a t  t h e  e n t i r i t y  o f  t h e  s u m s  o f  t h e  r e v e n u e  s h o u l d  
r e t u r n  i n t o  t h e  a n n u a l  c i r c u l a t i o n  e n d  t r a v e r s  t h e r e  
i n  a l l  i t s  e x t e n t  ;  t h a t  i t  s h o u l d  n e v e r  f o r m  p e c u n i a r y  
f o r t u n e s ,  o r  a t  l e a s t  t h a t  t h e r e  s h o u l d  b e  a  c o m p e n s a t i o n  
b e t w e e n  t h o s e  t h a t  a r e  f o r m e d  a n d  t h o s e  w h i c h  r e - e n t e r  
i n  c i r c u l a t i o n ;  b e c a u s e  o t h e r w i s e  t h e s e  f o r t u n e s  a r r e s t  
t h e  d i s t r i b u t i o n  o f  a  p a r t  o f  t h e  a n n u a l  r e v e n u e  o f  
t h e  n a t i o n , a n d  w i t h h o l d  t h e  m o n e y  o f  t h e  k i n g d o m  t o  
t h e  p r e j u d i c e  o f  t h e  r e f l u x  ( r e n t r é e )  o f  t h e  a d v a n c e s  
o f  a g r i c u l t u r e ,  o f  t h e  r e t r i b u t i o n  o f  t h e  w a g e s  o f  
a r t i s a n s ,  a n d  t h e  c o n s u m p t i o n  w h i c h  t h e  d i f f e r e n t  c l a s s e s  
o f  m e n  s h o u l d  m a k e  w h o  e x e r c i s e  t h e  p r o f i t a b l e  p r o ­
f e s s i o n s :  t h i s  i n t e r c e p t i o n  o f  m o n e y  d i m i n i s h e s  t h e
5 3
r e p r o d u c t i o n  o f  r e v e n u e s  e n d  t h e  f u n d  f o r  t a x a t i o n , "
T h i s  i s  o n e  o f  h i s  r e a s o n s  f o r  h i s  d i s l i k e  o f  i n d i r e c t  
t a x a t i o n ;  h e  l i s t s  a m o n g  t h e  m o r e  i m p o r t a n t  c a u s e s  
o f  e c o n o m i c  d e c l i n e  t h e  a m a s s i n g  o f  p e c u n i a r y  f o r t u n e s  
b y  t h e  t a x  f a r m e r s ;  " T h e  p e c u n i a r y  f o r t u n e s ,  w h i c h
53, L a ire , op, c i t ,. pp, 8?,86,
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m u l t i p l y  t h e m s e l v e s  b y  t h e  p r o f i t s  o f  f i n a n c i e r s
w h o  c o n t r a c t  t h e  i n d i r e c t  t a x e s ;  t h a t  w h i c h  a r r e s t s
a n d  h o l d s  b a c k  t h e  c i r c u l a t i o n  o f  m o n e y  a n d  s t o p s  t h e
5 4
a n n u a l  r e t u r n  t o  a g r i c u l t u r e " .  T h o u g h  h e  s e e m i n g l y  
a d m i t s  t h a t  n o  h a r m  c a n  b e  d o n e  p r o v i d e d  t h e r e  i s  a  
c o m p e n s a t i o n  b e t w e e n  " s t e r i l e  s a v i n g s , "  a s  h e  c a l l s
5 5
i t ,  a n d  s a v i n g s  r e - e n t e r i n g  i n t o  c i r c u l a t i o n ,  
l i k e  B o i s g u i l l e b e r t ,  h e  t h o u g h t  e x c e s s i v e  s a v i n g  w a s  
a n  e v e r  p r e s e n t  d a n g e r .  Q u e s n a y  h a d  t h e  n o t i o n  t h a t  
t h e  s e r v i c e s  o f  t h e  f i n a n c i e r  c o u l d  b e  d o n e  a w a y  w i t h  
a l t o g e t h e r  a n d  t h e  l a g  b e t w e e n  s a v i n g  a n d  i n v e s t m e n t  
l a r g e l y  e l i m i n a t e d  i f  o n l y  c o m p e t i t i o n  w e r e  a l l o w e d  
f r e e  s w a y  a n d  h i s  t a x  s c h e m e  -  w h i c h  h e  t h o u g h t  
c o n f o r m e d  t o  t h e  N a t u r a l  O r d e r  o f  t h i n g s  -  w e r e  a d o p t e d ,  
f o r  t h i s  w o u l d  e n s u r e  a  I I s e c t o r s  o f  t h e  e c o n o m y  
s u f f i c i e n t  i n c o m e  t o  a d v a n c e  a n  e q u i l i b r i u m  a m o u n t  o f  
c a p i t a l  o u t  o f  c u r r e n t ,  p e r s o n a l  r e c e i p t s .  H e  i n s i s t e d  
o n  t h i s  n o m i n a l  o r d e r ,  m a k i n g  i t  a  f i r s t  a s s u m p t i o n  o f  
h i s  t h e o r e t i c a l  w o r k ,  m o r e  o r  l e s s  i g n o r i n g  t h e  
t h e o r e t i c a l  a s p e c t s  o f  i n t e r e s t  a n d  c r e d i t  i n s t i t u t i o n s  
i n  g e n e r a l ,  d e s p i t e  t h e  f a c t  t h a t  s u c c e s s f u l  b a n k i n g  
e n t e r p r i s e s  h a d  l o n g  b e e n  a  f a l t  a c c o m p I  I .  T u r g o t  t o o k  
t h i s  f o r  w h a t  i t  w a s  -  a n  e x t r e m e  a n t i - s a v i n g  b i a s .
W e  h a v e  t o  a l l o w  g e n i u s  i t s  p p i n i o n s ;  s t i l l ,  t h i s  i s
54, Ib id ,. pp, 140^141,
55, Ib id , , p , 100,
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p r e c i s e l y  t h e  s o r t  o f  e t h e r i a  I - h e a d e d n e s s  t h a t  h a s  
d o n e  m u c h  t o  d i s c r e d i t  e c o n o m i c  t h e o r y  i n  t h e  e y e s  o f  
t h e  g e n e r a l  p u b l i c ,  a n d ,  i n  t h i s  c a s e ,  Q u e s n a y ' s  a b s u r d  
o p i n i o n s  p r e j u d i c e d  o v e r  s a v i n g s  t h e o r i e s ,  a s  s u c h ,  
e v e n  i n  t h e  c o m p a n y  o f  t h e o r i s t s , ^ ^
T h e  p h y s i o c r a t s '  c o n t r i b u t i o n  t o  t h e  t h e o r y  
o f  e c o n o m i c o r i s e s  w a s  o f  v a r i e d  q u a l i t y .  T h e y  t o o k  u p  
B o i s g u i  I I e b e r t * s  p r i n c i p l e  t h a t  t h e  g r o w t h  o f  e a c h  
p a r t i c u l a r  s e c t o r  m u s t  b e  p r o p o r t i o n a t e  t o  t h e  d e m a n d  
f o r  i t s  p r o d u c t s  d e r i v e d  f r o m  t h e  i n c o m e  g e n e r a t e d  i n  
a l l  o t h e r  s e c t o r s .  T h e y  w e n t  o n  t o  t i e  t h i s  i d e a  t o  
t h e  a c c u m u l a t i o n  o f  c a p i t a l ,  u s i n g  t h e  t a b l e a u  é c o n o m i q u e  
t o  a r g u e  t h e  s p e c i f i c  c a s e  t h e y  h a d  i n  m i n d :  t h a t
m e r c a n t i l i s t  p o l i c y  h a d  f o r c e d  a  s e c t o r i a l  o v e r ­
a c c u m u l a t i o n  o f  c a p i t a l  i n  t h e  m a n u f a c t u r i n g  a n d  c o m m e r c i a l  
s e c t o r s .  T h e y  n e v e r  a l l o w e d  t h e m s e l v e s  t o  f o r g e t  t h a t  
c o n s u m p t i o n  a n d  p r o d u c t i o n  w e r e  c o m p l e m e n t a r y  p a r t s  o f  
t h e  s a m e  p r o c e s s ,  i n c r e a s i n g  a n d  d e c r e a s i n g  t o g e t h e r .
56, We might take th is  opportunity to po int oist that Quesnay is  troubled  
about the p o s s ib ility  o f  an inadequate aggregate demand and not simply 
a reduction o f  specie in  c irc u la tio n , !Die proper d is tr ib u tio n  o f  
purchasing power per se has nothing to do with the quantity  o f money in  
c irc u la t io n . Considering th is , the reader w i l l  be able to reconcile  
the apparent contrad iction between the over-saving theory and the 
contention Cconmon to both Quesnay and B o is g u ille b e rt) that in  the long 
run there w i l l  be a s u ffic ie n t value o f specie, no matter how small i t s  
absolute quantity  may be. Even in  the short run Quesnay was inclined  
to minimize t^e importance o f  the quantity o f specie in c irc u la tio n , 
because he thought a s u ffic ie n t ojnount o f commercial paper could always 
be issued to transact any amount o f  business. See Quesnay's coiments 
on money in  h is  Analyse du Tableau Économique, Reprinted in  B a ire , 
Physiocrates, pp, 74r~78 and notes.
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" A l t h o u g h  e v e r y t h i n g  p r o c e e d s  f r o m  p r o d u c t i o n " ,  w r i t e s
L e  T r o s n e ,  " b e c a u s e  i t  i s  w h a t  f i x e s  c o n s u m p t i o n  a n d  t h e
m e a n s  f o r  p a y i n g  f o r  i t ,  t h e  t w o  c a u s e s  r e a c t  o n  o n e
a n o t h e r .  P r o d u c t i o n  ( L a  r e p r o d u c t i o n )  i s  t h e  m e a s u r e
o f  c o n s u m p t i o n  a n d  c o n s u m p t i o n  i s  t h e  m e a s u r e  o f
p r o d u c t i o n  .....................  b e c a u s e  p r o d u c t i o n  a n d  c o n s u m p t i o n  h a v e
a  r e c i p r o c a l  e f f e c t  o n  o n e  a n o t h e r ,  o n e  c a n  n o t  a m e l i o r a t e
57
t h e  o n e  s i d e  w i t h o u t  a m e l i o r a t i n g  t h e  o t h e r " .
S t a t e m e n t s  o f  t h i s  s o r t  m i g h t  h a v e  s u g g e s t e d  t o  t h e  p h y ­
s i o c r a t s '  s u c c e s s o r s  g e n e r a l  o v e r - a c c u m u l a t i o n  t h e o r y  
o f  a  M a  I t h u s - 1  i k e  " g e n e r a l  g l u t "  k i n d , ^ ^  t h o u g h  t o  t h e  
e x t e n t  t h e  p h y s i o c r a t s  a r e  a t  a  I I e x p l i c i t  a s  t o  t h e i r  
p r e c i s e  m e a n i n g ,  t h e y  d e f i n i t e l y  h a v e  a  s e c t o r i a l  o v e i —  
a c c u m u l a t i o n  t h e o r y .  W e  w i l l  d i s c u s s  t h i s  t h e o r y  î n  
o u r  c h a p t e r  o n  t h e  t a b l e a u  é c o n o m i q u e .  Q u e s n a y ' s  
t h e o r y  o f  i n c o m e  a n d  c a p i t a l  f o r m a t i o n  a c c e p t e d  a s  o n e  o f  
i t s  b a s i c  h y p o t h e s i s  B o i s g u i  I I e b e r t ' s  p r i n c i p l e  t h a t  a l l  
i n c o m e s  a r e  i n t e r d e p e n d e n t ,  t h e  d i c t u m  t h a t  " c o n s u m p t i o n  
a n d  i n c o m e  a r e  o n e  a n d  t h e  s a m e  t h i n g " .  t h a t  i s
t o  s a y ,  t h e  p r i n c i p l e  t h a t  o n e  p e r s o n ' s  e x p e n d i t u r e  
b e c o m e s  a n o t h e r ' s  i n c o m e .  T h i s  c o n c e p t  I s  r e l e v a n t  
o f  c o u r s e  b o t h  t o  t h e  s e c t o r i a l  e q u i l i b r i u m  o f  i n c o m e s  
o f  t h e i r  D i s p r o p o r t i o n a I i t y  T h e o r y  o f  C r i s e s  a n d  t h e  
K e y n e s i a n - I i k e  t r a i n  o f  r e a s o n  m e n t i o n e d  a b o v e .  T h e
b e s t  e x p o s i t i o n  o f  b o t h  t h e o r i e s  i s  c o n t a i n e d  i n ,
57, B a ire , op, c i t ,. p , 898,
58, See the statement hy James M il l  quoted in Chapter 7, p ,303 .
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P h i l o s Q p h  Î e  R u r a l e ,  w r i t t e n  b y  M i r a b e a u  u n d e r  Q u e s n a y ' s  
d i r e c t i o n .  M i r a b e a u  g i v e s  u s  a  v e r b a l  e x p l a n a t i o n  o f  
t h e  p i c t u r e  o f  g e n e r a l  e q u i l i b r i u m  d e p i c t e d  b y  t h e  
t a b  I e a u .  s t r e s s i n g  t h e  i n t e r d e p e n d e n c e  o f  p r o d u c t i o n  
a n d  c o n s u m p t i o n  a n d  e x p e n d i t u r e .  H e  e m p l o y e d  t h e  
w o r d  d e p e n s e  ( g e n e r a l l y  u s e d  t o  m e a n  p r o d u c t i v e  
e x p e n d i h u r e )  i n  a  g e n e r i c  s e n s e  t h a t  m i g h t  b e  t r a n s l a t e d  
" a g g r e g a t e  d e m a n d " ,  b e c a u s e ,  s a y s  h e ,  w h e n  o n e  l o o k s  
b e h i n d  m o n e t a r y  p h e n o m e n a ,  m o s t  e x p e n d i t u r e  i s  f o r  g o o d s  
t h a t  a r e  s o o n  u s e d  u p .  T h e  t a b  I e a u  e c o n o m  i q u e  s h o u l d
59, The tableau in  the s ta te  o f  f u l l  employment assumes what we might 
c a ll the Keynesian condition fo r  f u l l  employment: that planned invest—
ment equals planned savings. The reader might be interested in  a  
few passages from Rurale Philosophie, (Amsterdam, 1764J:
" I t  su ffic es  therefore to expose in d e ta il  the annual product o f  
these rich e s , to have entered into the d e ta il  of the annual expenses; 
because a l l  should be spent in order that i t  be possible to reproduce. 
Thus i t  happens, as one has sa id , that consumption and revenue are  
synonymous, Cfle is  re fe rr in g  o f  course to B o is g u ille b e rt],
One sees a t the base o f  the Tableau th a t, fo llow ing the order 
o f the expenditure o f  revenue which is  traced th ere , the reproduction  
o f revenue is  equal to the revenue spent, and that the land moreover 
restores the annual advances o f  the C u ltiva to r which have been spent 
besides, and that as w ell i t  rewards the C u ltiv a to r a t  ten per cent 
fo r  the c a p ita l o f  h is  annual advances and h is  p r im itiv e  advances.
The revenue is  then properly  speaking the basis (canevas) o f  the 
expenditure. I t  is  important that the revenue should be spent, 
because a l l  saving on the revenue is  a dim inution o f expenditure and 
by d ire c t consequence o f  population and revenue. The person who 
saves on h is  r^^&nue can c e rta in ly  augment h is  own funds, but, saving
is  to that extent a seizure o f  the general returns ( r e n t r é e )...
We are not confounding here w ith sordid saving the p rosperity  o f  
ind iv idua l vho accumulate by the employment o f  th e ir  riches f^ h a t is
to say those who accumulate from th e ir  own productive in v es tm e n t] .
But the miser necessarily  does harm to the p u b lic  and to society as much 
as h is  vice can spread i t s e l f .
I t  is  important then that the revenue should be spent, but i t  is
necessary that i t  be in  the d ire c tio n  marked by the ta b le a u  "
Mirabeau, op, c i t,, These passages have been taken from two d iffe re n t  
contexts: the f i r s t  two paragraphs were from Vol, I ,  pp, 301,302, and
the re s t from Vol, I ,  p , 112,
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h a v e  b e e n  a  s p l e n d i d  t o o l  f o r  e x a m i n i n g  t h e  m u l t i p l i e r ,  
y e t  Q u e s n a y  a n d  M i r a b e a u  n e v e r  w e n t  b e / o n d  a  d e m o n s t r a t i o n  
t h a t  a n  i n i t i a l  r e d u c t i o n  i n  a g r i c u l t u r a l  i n c o m e  w o u l d  
r e d u c e  i n v e s t m e n t  i n  t h a t  s e c t o r ,  w h i c h  w o u l d  c a u s e  a  
s u s t a i n e d  d e c l i n e  o f  t h e  s a m e  o r d e r  -  t h e  c a s e  t o  w h i c h  
R i v i e r e  r e f e r s  w h e n  h e  s a y s  t h a t  " t h e  d i m i n u t i o n  i n  
t h e  a d v a n c e s  o c c a s i o n s  o n e  i n  t h e  p r o d u c t s ,  a n d  t h e
6 I
l a t t e r  o c c a s i o n s  a n o t h e r  i n  t u r n  i n  t h e  a d v a n c e s . "
V e r y  o f t e n  t h e  p h y s i o c r a t s  f a i l e d  t o  m a k e  a  c l e a r
d i s t i n c t i o n  b e t w e e n  t h e i r  t w o  d i f f e r e n t  t h e o r i e s  o f
e c o n o m i c  c r i s e s ,  b u t  t h e n ,  e v e n  J . M .  K e y n e s  o c c a s i o n a l l y
l a p s e d  f r o m  h i s  o v e r - s a v i n g  t h e o r y  t o  a n  o v e r - a c c u m u l a t i o n
t h e o r y  o f  t h e  s o r t  u s u a l l y  a s s o c i a t e d  w i t h  s u c h  n a m e s  a s
6 ?
M a  I t h u s ,  H o b s o n ,  a n d  L u x e m b u r g .  '  Q u e s n a y  h i m s e l f  d i d  
n o t  s e e m  t o  g i v e  m u c h  w e i g h t  t o  h i s  o v e r - s a v i n g  t h e o r y ;  
n e i t h e r  h e  n o r  a n y  o f  h i s  d i s c i p l e s  e v e r  b o t h e r e d  t o  
s h o w  h o w  o v e r - s a v i n g s  m i g h t  d i s r u p t  t h e  e q u i l i b r i u m  o f  
t h e  t a b  I e a u .  B u t  w e  h a v e  s p e c i a l  r e a s o n s  f o r  g i v i n g  
a  d i  s p r o p o r t i o n a t e  a m o u n t  o f  a t t e n t i o n  t o  t h e  m a t t e r .
T u r g o t  w e n t  t o  g r e a t  l e n g t h s  t o  r e f u t e  t h i s  t h e o r y .  W e  
w i l l  h e a r  h i s  c a s e  b e c a u s e :  f i r s t  o f  a l l ,  i t  b r i n g s  o u t
s o m e  e s s e n t i a l  d i f f e r e n c e s  b e t w e e n  t h e  T u r g o t - S m i t h  t h e o r y  
o f  c a p i t a l  a c c u m u l a t i o n  a n d  t h a t  t h e o r y  p r o p o u n d e d  b y  
Q u e s n a y  a n d  h i s  m o r e  f a i t h f u l  f o l l o w e r s ,  a n d ,  s e c o n d l y ,  
T u r g o t  g i v e s  a r g u m e n t s  p u r p o r t e d  t o  p r o v e  t h e  i m p o s s i b i l i t y
60, Mirabeau, op, c i t , ,  pp, 9, 10,
61, D aire , op, c i t , ,  p,  898,
62, In  p a rt ic u la r , Keynes confuses the two cases in the General Theory 
the la s t few paragraphs o f  the eighth chapter.
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o f  o v e r - s a v i n g ,  w h i c h  w e r e  t o  b e  u s e d  t h r o u g h o u t  t h e  
n e x t  c e n t u r y .
I t  i s  q u i t e  e a s y  t o  u n d e r s t a n d  w h y  T u r g o t  w o u l d  
f i n d  f a u l t  w i t h  h i s  c o l l e a g u e s  m o r e  u n r e a l i s t i c  
a p p r e h e n s i o n s  c o n c e r n i n g  t h e  a c t i v i t i e s  o f  L e s  f i n a n c i e r s ».
H e  h a d  a  b r o a d e r  w o r l d l y  a n d  e c o n o m i c  e x p e r i e n c e  t h a n  
Q u e s n a y  a n d  m o s t  o f  t h e  o t h e r  p h y  s  i o c r a  s ,  h a v i n g  s e r v e d  
w i t h  d i s t i n c t i o n  a s  i n t e n d e n t  o f  t h e  d i s t r i c t  o f  L i m o g e s  
(  1 7 6 1 - 7 4 ) ,  a n d ,  o n  t h e  m e r i t  o f  t h i s  s u c c e s s ,  a  m u c h  
h i s t o r i f i e d  t w e n t y  m o n t h s  a s  C o n t r o I e u r  G e n e r  a  I d e s  
F i n a n c e  s  ; a l  I o f  w h i c h  b r o u g h t  h i m  i n  c l o s e r  c o n t a c t  
w i t h  e c o n o m i c  r e a l i t i e s .  I n  h e a t e d  c o r r e s p o n d e n c e  w i t h  
D u p o n t  h e  a c c u s e s  h i s  f e l l o w  p h y s i o c r a t  o f  h a v i n g  
c o n f u s e d  " s a v i n g  a n d  h o a r d i n g "  a n d  o f  d e f e n d i  n g * c e r t a i n  
m i s t a k e n  e x p r e s s i o n s  w h i c h  f e I  I f r o m  t h e  p e n  o f  t h e  g o o d  
d o c t o r  i n  h i s  e a r l i e r  w r i t i n g s   .................. ( w i t h )  a  s e c t a r i a n
^63
s p i r i t .  O n e  m i g h t  w e l l  i m a g i n e  t h a t  t h i s  h o s t i l i t y
t o  t h e  o v e r - s a v i n g  t h e o r y  m i g h t  h a v e  b e e n  p r o v o k e d  b y  
Q u e s n a y ' s  i n a n e  p r e j u d i c e  a g a i n s t  t h e  m o b i l i z a t i o n  o f  
m o n e t a r y  c r e d i t .  W h a t e v e r  t h e  r e a s o n ,  T u r g o t  f a i l e d  
t o  s e e  t h e  d i f f e r e n c e  b e t w e e n  b a d  t h e o r y  a n d  t h e  
u n r e a l i s t i c  u s e  o f  v a l i d  t h e o r y . I f  n o t h i n g  e l s e ,  
t h e  o v e r - s a v i n g  t h e o r y  w a s  l o g i c a l l y  t e n a b l e .  U n f o r t u n a t e l y ,
63, Reprinted in  Turgot, opj, c i t , ,  p,  112,
64, That  ^ would inahe him tTie counterpart o f  the person who does not 
know the d iffe ren ce  between theory and economic r e a l i t y  and pers is ts  
in  blaiming theory fo r  being u n re a lis tic .
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i t  î s  m u c h  e a s i e r  t o  e v a l u a t e  a  t h e o r e t i c a l  s y s t e m  o n  t h i s  
b s i s  t h a n  t o  t e s t  i s  r e l e v a n c y  t o  a  s p e c i f i c  e c o n o m i c  
c o n t e x t ;  i n g e n i o u s  t h e o r i e s  a r e  a l w a y s  a  d i m e  a  d o z e n *  
T u r g o t  w a s  a b l e  t o  g i v e  s o l i d  t h e o r e t i c a l  r e a s o n s  f o r  
b r e a k i n g  w i t h  t h e  o v e r - s a v i n g  t r a d i t i o n  o f  Q u e s n a y ' s  c i r c l e .  
F i r s t  o f  a  I I ,  a s  w e  h a v e  s h o w n  a b o v e ,  h e  s u p p l i e d  w e i g h t y  
p r o o f  ( m o r e  c o n c l u s i v e  t h a n  a n y  o t h e r  a u t h o r  u p  t o  h i s  t i m e )  
t h a t  s a v i n g  i s  n e c e s s a r y  f o r  t h e  a c c u m u l a t i o n  o f  c a p i t a l .  
Q u e s n a y  w o u l d  n o t  q u a r r e l  w i t h  t h i s  a n a l y s i s .  B u t  t h e  
t w o  p a r t  c o m p a n y  w h e n  T u r g o t  a s s e r t s  t h a t  t h e r e  i s  n o  
p o s s i b l e  s i t u a t i o n  t h a t  c o u l d  g i v e  g r o u n d s  t o  f e a r  o v e r ­
s a v i n g .  H e  d o e s  n o t  g i v e  v e r y  c o n v i n c i n g  p r o o f  o f  t h i s  
i n  t h e  R e f  I e c t  i o n s ,  h i s  c h i e f  c o n t r i b u t i o n  t o  t h e  t h e o r y  
o f  c a p i t a l ;  h e  s i m p l y  m a i n t a i n s  t h a t  " n o n e  o f  t h e  u n d e r ­
t a k e r s  m a k e  a n y  o t h e r  u s e  o f  i t  ( t h e i r  s a v i n g s )  t h a n  t o  
c o n v e r t  i t  i m m e d  i  a  t e  I y  i n t o  t h e  d i f f e r e n t  k i n d s  o f  e f f e c t s  
u p o n  w h i c h  t h e i r  u n d e r t a k i n g  d e p e n d s . I t  i s  i n t e r e s t i n g  
t o  n o t e  t h a t  A d a m  S m i t h  u s e d  t h e  w o r d  " i m m e d i a t e l y "  i n  
t h e  s a m e  t h e o r e t i c a l  c o n t e x t . W e r e  w e  s o  s u r e  a s  
A d a m  S m i t h  a n d  s o m e  o f  h i s  f o l l o w e r s  t h a t  s a v i n g s  a r e  
c o n v e r t e d  I n t o  c a p i t a l  w i t h o u t  a  t i m e  l a g ,  w e  c o u l d  l e t  
t h e  m a t t e r  r e s t .  B u t  t h e n ,  w e  a r e  n o t .  H o w e v e r ,  t o  h i s
65, Turgot, op, c i t , ,  pp, 98 -  99,
66, Turgot uses the word sur-le-chcanp, w ith i t a l ic s ,  fo r  which the 
exact tra n s la tio n  would be Quesnay's "immédiate ly"  (Kealth o f  
Hâtions, Chap, 3, Booh I I ) ,  Professor Schumpeter observes: "That 
such a s lip  should occur independently in  two d iffe re n t tex ts  is  
indeed quite possib le; but i t  is  not l ik e ly , "  For th is  reason he
says "some doubt may ai^sail us co ncern ing Sm ith's independence"a
J ,  Schumpeter, H is to ry  o f  Economic Analysis, p , 324 n.
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c r e d i t /  T u r g o t  w e n t  b e y o n d  A d a m  S m i t h  a n d  s h o w e d  t h a t  
t h e r e  a r e  c o m p e n s a t o r y  m e c h a n i s m s  t h a t  w o u l d  t e n d  t o  
k e e p  t h e  e c o n o m i c  s y s t e m  f u l l y  e m p l o y e d .
T u r g o t ' s  r e m a r k a b l e  m o n o g r a p h  O b s e r v â t  i o n s  s u r  
u n  M e m o  I r e  d e  M .  S a i n t - P e r a v y  w a s  t h e  f i r s t  w o r k  t o  a d v a n c e  
s e v e r a l  a r g u m e n t s  t h a t  a r e  n o w  a s s o c i a t e d  w i t h  w h a t  J . M *  
K e y n e s  r e f e r r e d  t o  a s  t h e  " C l a s s i c a l  t h e o r y  o f  e m p l o y m e n t " .  
H e  m a k e s  i t  c l e a r  t h a t  t h i s  b o d y  o f  t h e o r y  i s  m e a n t  t o  
r e f u t e  t h e  o v e r - s a v i n g  t h e o r y  o f  h i s  f e l l o w  p h y s i o c r a t s  
( h e  c a l l s  t h e m  L e s  p a r t i s a n s  d e  l a  P h i l o s o p h i e  R u r a l e ) .
" B u t /  i t  h a s  b e e n  s a i d " ,  h e  w r i t e s ,  " t h e  m o n e y  n o t  p u t  
i n t o  c i r c u l a t i o n ,  d i m i n i s h e s  t h e  e x c h a n g e  v a l u e s  a n d  b y  
m u l t i p l i e  c a u s a t i o n  ( c o u n t r e - c o u p )  t h e  m a i n t e n a n c e s  o f  
t h e  f a r m e r s  w h o  w h e n  t h e y  c o m e  t o  s e l l  l e s s  d e a r l y  t h a n  
t h a n  t h e y  h a d  r e c k o n e d ,  p a y  t h e  p r i c e  o f  t h e i r  r e n t  b y  
d e p l e t i n g  t h e i r  c a p i t a l  e s t a b l i s h m e n t " . ^ ^  T h i s  
d e s c r i p t i o n  r e c o g n i z e s  a l l  t h e  e s s e n t i a l  c h a r a c t e r  i s t i e s  
o f  Q u e s n a y ' s  v e r s i o n  o f  t h e  o v e i — s a v i n g  t h e o r y ,  i n c l u d i n g  
t h e  m u l t i p l i e r .  T h e  p h y s i o c r a t s ,  a s  d i d  t h e i r  p r o g e n i t o r  
B o i s g u i l l e b e r t ,  e m p l o y e d  t h e  w o r d  c o u n t r e - c o u p  a s  a  s h o r t  
h a n d  n o t a t i o n  f o r  a n y  p r o t r a c t e d  e c o n o m i c  d e c l i n e  s e t  o f f  
b y  a n  i n t i a l  r e d u c t i o n  i n  i n c o m e ,  T u r g o t  g o e s  o n  t o  
g i v e  f i v e  a r g u m e n t s  a g a i n s t  t h e  o v e i — s a v i n g  t h e o r y :
H i s  f i r s t  r e b u t a  I i s  o n l y  o f  h i s t o r i c a l  i n t e r e s t  to 
t h e  m o d e r n  e c o n o m i s t .  H e  c o n t e n d s  t h a t  t h e  p a r t i s a n s  o f  the
67, This and the fo llow ing  quotations from Observations sur un Mémoire 
ËJS. dg Saint—Ptravy have been taken in  consecutive order from pages
426 to 432 o f  E, D a ire 's  Oeuvres de Turgot (P a ris , 1848),
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P h i l o s o p h 1 e  R u r a l e  a r e  i n c o n s i s t e n t  i n  t h a t ;  o n  t h e  
o n e  h a n d ,  t h e y  a r g u e  t h a t  t h e  i n t e r n a t i o n a l  t r a n s f e r  o f  
p r e c i o u s  m e t a l s  h a s  n o  I m p o r t a n t  e f f e c t  o n  t h e  l e v e l  
o f  e c o n o m i c  a c t i v i t y  ( t h e i r  n e u t r a l  m o n e y  t h e o r y ) ;  
a n d ,  o n  t h e  o t h e r  h a n d ,  t h e y  a r g u e  t h a t  a  I I m o n e y  s h o u l d  
b e  r e t u r n e d  t o  c i r c u l a t i o n .  H o w e v e r ,  i t  s h o u l d  b e  
p o i n t e d  o u t  t o  T u r g o t  ( i f  w e  m a y  i n t r u d e  i n  t h i s  p a r t i s a n
a r g u m e n t )  t h a t  i n  t h e  l e t t e r  c a s e  M i r a b e a u  a n d  Q u e s n a y
a r e  t a l k i n g  a b o u t  t h e  q u a n t i t y  o f  a g g r e g a t e  d e m a n d  ( d e s p i t e
t h e i r  u n f o r t u n a t e  u s e  o f  t h e  w o r d  a r q e h f ) ,  w h i c h  m a y  o r
m a y  n o t  b e  a f f e c t e d  b y  t h e  a b s o l u t e  c h a n g e s  i n  t h e  q u a n t i t y  
o f  s p e c  i  e .
C o n f i d e n t  t h a t  h e  h a d  f o u n d  t h e  s o u r c e  o f  e r r o r  i n  
h i s  a d v e r s a r i e s ' ,  r e a s o n i n g ,  T u r g o t  p r o p o s e d  a n  a l t e r n a t i v e  
t h e o r y  o f  e m p l o y m e n t  r e v o l v i n g  a r o u n d  t h r e e  p r o p o s i t i o n s  
t h a t  w e r e  t o  b e c o m e  a c c e p t e d  C l a s s i c a l  d o g m a .  F i r s t  o f  
a l l ,  h e  p r o p o s e d  t h a t  i n t e r n a t i o n a l  m o n e t a r y  f l o w s  r e g u l a t e  
t h e  p r i c e  l e v e l  w i t h i n  e a c h  c o n  t r y ,  b r i n g i n g  n a t i o n a l  
p r i c e s  i n  l i n e  w i t h  a n  i n t e r n a t i o n a l  e q u i l i b r i u m ;  a n d ,  
t h e r e b y ,  e v e r y t h i n g  e l s e  r e m a i n i n g  e q u a l ,  t h e s e  s a m e  
m o n e t a r y  f l o w s  f i x  n a t i o n a l  p r o d u c t i o n  b y  t h e i r  e f f e c t  o n  
t h e  v e n d i b i l i t y  o f  e x p o r t  g o o d s .  H e  s a y s :  " T h e  n a t u r a l
c o u r s e  t h a t  c o m m e r c e  g i v e s  t o  m o n e y  t e n d s  t o  t h a t  u n i v e r s a l
l e v e l  ......................... s u c h  t h a t  m o n e y  p r o v e s  I n  t h e  l o n g  r u n  t o
f i n d  i t s e l f  d i s p e r s e d  o v e r  t h e  w h o l e  c o u n t r y  i n  p r o p o r t i o n
t o  t h e  s u m  o f  t h e  a n n u a l  p r o d u c t i o n  o f  e a c h  c a n t o n ..............................
M o n e y  h a v i n g  b e c o m e  c o m m o n  ( h e  s a y s  o f  n a t i o n s  p o s s e s s i n g  
m i n e s  o f  p r e c i o u s  m e t a l s ) ,  e n d e a r s  c o m m o d i t i e s ;  b e f o r e  l o n g
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t h e y  c a n n o t  b e  s u p p l i e d  a t  t h e  s a m e  p r i c e  t o  t h e  n a t i o n  
w h i c h  o w e s  a  b a l a n c e  i n  m o n e y ,  a n d  t h e  n a t i o n s  w h e r e  m o n e y  
i s  m o r e  r a r e  o b t a i n  t h e  p r e f e r e n c e .  T h e  n a t i o n  w h i c h  h a s  
a c q u i r e d  a  s u p e r - a b u n d a n c e  o f  m o n e y  i s  i t s e l f  o b l i g e d  t o  
a c q u i r e  a  p a r t  o f  t h a t  w h i c h  i t  c o n s u m e s  f r o m  o t h e r  
n a t i o n s  p o o r e r  i n  m o n e y .  A n d  s o ,  t h e  m o n e y  s p r e a d s  
i t s e l f  l i t t l e  b y  l i t t l e  i n t o  a l l  n a t i o n s  a c c o r d i n g  t o  
t h e i r  g r e a t e r  o r  l e s s e r  p r o x i m i t y  t o  t h e  n a t i o n s  w h e r e  
t h e r e  a r e  m i n e s " .  T h i s  m e c h a n i s m  w i  I I e v e n t u a l  1 y  
e s t a b l i s h  w h a t  h e  c h o s e s  t o  c a l l  a  " p e r f e c t  e q u i l i b r i u m " .  
T h i s  i s  b y  n o w  a n  o l d  r e f r a i n  a n d  s o  w e  n e e d  n o t  q u o t e  
m o r e .  O f  c o u r s e  t h i s  a u t o m a t i c  m e c h a n i s m  d i d  n o t  
o r i g i n a t e  w i t h  T u r g o t ;  m o s t  o f  t h e  m e r c a n t i l i s t s  w e r e  
m o v i n g  t o w a r d s  i t  a n d  i t  a p p e a r s  i n  f u l  l - f l o w e r  i n  H u m e ' s  
w o r k s  w h i c h ,  i n c i d e n t l y ,  T u r g o t  t r a n s l a t e d .  B u t  T u r g o t  
g i v e s  i t  a  n e w  i m p o r t a n c e .  H e  h a d  s u c h  i m p l i c i t  f a i t h  
i n  i t s  e f f e c t i v e n e s s  t h a t  h e  t h o u g h t  t h e  l e v e l  o f  
e m p l o y m e n t  ( f o r  b o t h  c a p i t a l  a n d  l a b o u r )  c o u l d  n e v e r  f a l l  
s o  l o w  a s  Q u e s n a y  i m a g i n e d  i t  t o  b e .  W a s  i t  n o t  
r e a s o n a b l e  t o  e x p e c t  l o w  p r i c e s  t o  s t i m u l a t e  f o r e i g n  
d e m a n d  ?  T h e  p o i n t  i s ,  n o  w r i t e r  b e f o r e  T u r g o t ,  n o t  e v e n  
H u m e  h i m s e l f  w i t h  a l l  h i s  o v e r - e m p h a s i s  o n  p r i c e  c h a n g e s  
a s  t h e  e q u i l i b r a t i n g  v e h i c l e ,  h e l d  t h e  o p i n i o n  t h a t  t h i s  
a u t o m a t i c  f o r e i g n  t r a d e  m e c h a n i s m  c o u l d  s e t  a  c o m p a r a t i v e l y  
h i g h  I o w e r - l i m i t  t o  e c o n o m i c  d e c l i n e .  T h i s  i d e a  w a s  
n o t  s e r i o u s l y  e n t e r t a i n e d  b y  a n y  n u m b e r  o f  e c o n o m i s t s  u n t i l  
t h e  n e x t  c e n t u r y .
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T u r g o t  f o u n d  i n  c h a n g e s  i n  t h e  r a t e  o f  i n t e r e s t  
a  s e c o n d  e q u i l i b r a t i n g  m e c h a n i s m .  H e  w a s  o f  t h e  o p i n i o n  
t h a t  a g g r e g a t e  i n v e s t m e n t  i s  e x a c t l y  e q u a l  t o  a g g r e g a t e  
s a v i n g ,  s i n c e  t h e  o n l y  m o t i v e  f o r  s a v i n g  i s  t o  i n v e s t  i n  
o n e ' s  o w n  e n t e r p r i s e ,  o r  a l t e r n a t i v e l y ,  l o a n i n g  a t  a n  
i n t e r e s t .  T h e  l a t t e r  c o u r s e ,  h e  r e a s o n e d ,  m u s t  i n c r e a s e  
c o m p e t i t i o n  a m o n g s t  c r e d i t o r s  a n d  r e d u c e  t h e  r a t e  o f  
i n t e r e s t  a n d  t h e r e b y  s t i m u l a t e  a  c o r r e s p o n d i n g  a c t  o f  
i n c r e a s e d  i n v e s t m e n t .  T h i s  t h e o r y  w a s  t o  d o m i n a t e  t h e  
n e x t  c e n t u r y ;  i n  i t s  s e v e r a l  v a r i a t i o n s ,  i t  i s  w h a t
K e y n e s  b r o a d l y  r e f e r r e d  t o  a s  t h e  " C l a s s i c a l  t h e o r y  o f
i n t e r e s t " i
R e t u r n i n g  t o  t h e  q u e s t i o n  o f  t h e  n e c e s s i t y  
o f  c a u s i n g  t o  r e t u r n  t o  t h e  C u l t i v a t o r  a l l  t h e  m o n e y  
w h i c h  h e  h a s  g i v e n  o u t :  1 s a y  t h a t ,  i f  t h e  q u a n t i t y
o f  m o n e y  t a k e n  b y  s a v i n g  f r o m  i m m e d i a t e  c i r c u l a t i o n
i s  i n f e r i o r  o r  l i k e w i s e  i s  n o t  s u p e r i o r  t o  t h e  
q u a n t i t y  o f  m o n e y  i n t r o d u c e d  e a c h  y e a r  b y  t h e  c o u r s e  
o f  c o m m e r c e ,  c o m m o d i t i e s  w i l I  c o n s e r v e  t h e i r  e x c h a n g e  
v a l u e ,  t h e  c u l t i v a t o r s  w i l I  e m p l o y  i n  t h e  r e p r o d u c t i o n  
t h e  s a m e  a m o u n t  o f  m o n e y  a s  i n  t h e  p r e c e d i n g  y e a r ,  
a n d  t h e r e  w i l l  n o t  b e  a n y  d e c l i n e  i n  w e a l t h ;  t h e  
s a v i n g  w i l l  h a r m ,  t h e n ,  n e i t h e r  r e p r o d u c t i o n  n o r  
t h e  r e v e n u e .  N o t  o n l y  w i l l  i t  n o t ,  b u t  i t  w i l l  
p r o c u r e  a n  i n c r e a s e ,  s i n c e  i t s  e f f e c t  i s  a l w a y s  i n  
t h e  l a s t  a n a l y s i s  t o  a g u m e n t  t h e  m a s s  o f  c a p i t a l  a n d  
t h e  s u m  o f  a d v a n c e s ,  a n d  t o  l o w e r  t h e  i n t e r e s t  o f  
m o n e y .  I f  i t  r e a l l y  t a k e s  a w a y  f r o m  c i r c u l a t i o n
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t h e  m o n e y  w h i c h  i t  s e t s  i n  r e s e r v e ,  i t  w o u l d  s t o p  
t h e  a u g m e n t a t i o n  o f  t h e  p r i c e  o f  c o m m o d i t i e s  
r e s u l t i n g  f r o m  t h e  i n t r o d u c t i o n  o f  m o n e y ,  w o u l d  
c o n s e r v e  i n  t h e  n a t i o n  t h e  a b i l i t y  t o  s e l l  i t s  
s u p e r f l u o u s  c o m m o d i t i e s  t o  t h e  m o n e y  p o s s e s s i n g  
f o r e i g n e r ,  w o u l d  r e d u c e  t h e  n e c e s s i t y  o f  b u y i n g  f r o m  
t h e  l e s s - m o n i e d  f o r e i g n e r ,  t h e  t h i n g s  n e c e s s a r y  f o r  
i t s  c o n s u m p t i o n ,  w h i c h  i t s  o w n  w o r k e r s  c a n  n o  l o n g e r  
f u r n i s h  a t  s o  l o w  a  p r i c e .  E v e n  w h e n  t h e  e f f e c t  
o f  s a v i n g  i s  n o t  t o  t a k e  m o n e y  o u t  o f  c i r c u l a t i o n ,  
i t  c o m p e n s a t e s ,  b y  t h e  l o w  p r i c e  o f  t h e  i n t e r e s t  o f  
m o n e y  a n d  b y  t h e  d i m i n u t i o n  o f  t h e  i n d l s p e n a b l e  
r e p a i r s  o f  t h e  e n t r e p r e n e u r s ,  f o r  t h e  i n c r e a s e  o f  
t h e  p r i c e  o f  l a b o u r  w h i c h  o c c a s i o n s  t h e  a u g m e n t a t i o n  
o f  t h e  e x c h a n g e  v a l u e  o f  t h e  c o m m o d i t i e s .  T h e y  t a k e  
a w a y  f r o m  t h e  s u p e r - a b u n d a n c e  o f  m o n e y  a l l  i t s  
c o n v e n i e n c e s ,  i n  o r d e r  t h a t  i t s  a d v a n t a g e s  m i g h t  
r e m a i n .  W h o  d o e s  n o t  k n o w  t h a t  i n  H o l l a n d  t h e  
e n d e a r m e n t  o f  w a g e s  s u f f i c e s  t o  c o n t r a c t  c o m m e r c e ,  
i f  t h e  l o w  p r i c e  o f  i n t e r e s t ,  a n d  t h e  a c t i v i t y  w h i c h  
i s  c o n s e q u e n t ,  d o e s  n o t  c o m p e n s a t e  o v e r  a n d  a b o v e  
t h i s  c a u s e  ?
I n  s u m m a t i o n ,  t h e  t w o  a g e n t s  w h i c h  d e t e r m i n e  t h e  l e v e l  
o f  p r o d u c t i o n  w i t h i n  a  c o u n t r y  a r e  t h e  f o r e i g n  t r a d e  
m e c h a n i s m  a n d  t h e  q u a n t i t y  o f  a c c u m u l a t e d  s a v i n g s .  T h e  
l a t t e r ,  T u r g o t  r e a s o n e d ,  w o u l d  o f  i t s e l f ,  a s  a n  e n d  r e s u l t ,  
a l w a y s  l o w e r  t h e  c o s t s  o f  p r o d u c t i o n  b y  o c c a s i o n i n g  m o r e
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c a p i t a l - i n t e n s i v e  m o d e s  o f  p r o d u c t i o n  ( w h i c h  f r o m  h i s  
v i e w  o f  t h e  m a t t e r  g e n e r a l l y  m e a n t  m o r e  e c o n o m i c a l  
t e c h n o  I o g y ) ,
M o r e o v e r ,  a s  i s  i n t i m a t e d  i n  t h e  f o r e g o i n g  ' 
q u o t a t i o n ,  T u r g o t  w a s  o f  t h e  o p i n i o n  t h a t  d e f l a t i o n  
( w h a t e v e r  i t s  c a u s e )  w o u l d  o n  b a l a n c e  t e n d  t o  s t i m u l a t e  
p r o d u c t i o n  b y  l o w e r i n g  p r o d u c t i o n  c o s t s .  G e n e r a l l y ,  
t h i s  p r e d i l i c t i o n  f o r  p r i c e  r e d u c t i o n  h a s  b e e n  t h e  b i a s  
o f  m o s t  e c o n o m i s t s  w h o  a r e  t h i n k i n g  i n  t e r m s  o f  a  s i t u a ­
t i o n  I n  w h i c h  f o r e i g n  t r a d e  i s  o f  m a j o r  i m p o r t a n c e  f o r  
a  c o u n t r y ' s  w e l f a r e  a n d / o r  t h e  f o r e i g n  d e m a n d  f o r  e x p o r t  
g o o d s  i s  e l a s t i c  a s  t o  p r i c e *  Q u e s n a y  w a s  n o t  i n c l i n e d  
t o  g o  a l o n g  w i t h  t h e  l a t t e r  p r o p o s i t i o n .  H e  w a s  m a i n l y  
c o n c e r n e d  w i t h  t h e  e x p o r t a t i o n  o f  g r a i n s ,  ' f o r  w h i c h  h e  
t h o u g h t  t h e r e  w o u l d  a l w a y s  b e  a  b o n  p r i x  s o m e w h e r e  o w i n g  
t o  s o m e  c h a n c e  c r o p  f a i l u r e .  B u t ,  i n  a d d i t i o n  t o  t h i s ,  
t h e r e  i s  a  m o r e  i m p o r t a n t  d i f f e r e n c e  b e t w e e n  t h e  t w o  
e c o n o m i s t s .  Q u e s n a y  f e a r e d  a n y  d e f l a t i o n a r y  s i t u a t i o n  a s  
s u c h ,  s i n c e  a  I I p r o f i t s  -  e s p e c i a l  l y  t h e  f a r m e r ' s  -  w e r e  
s u b j e c t  t o  c o n t r a c t u a l  c o m m i t m e n t s .  T h e  f a î  l u r e  o f  j u s t  
a  f e w  e n t r e p r e n e u r s  w o u l d  s p r e a d  b y  c o u n t  r e - c o u p  t o  
o t h e r s .  T h i s  i s  o n e  r e a s o n  w h y  h e  o p t e d  f o r  h i g h  p r i c e s  
i n  h i s  w e l l - k n o w n  m a x i m :  " A b u n d a n c e  a n d  n o n - v a l u e  i s  n o t
w e a l t h .  D e a r t h  a n d  d e a r n e s s  i s  m i s e r y .  A b u n d a n c e  a n d  
d e a r n e s s  i s  o p u l a n c e * " ^ ^  T h e  o t h e r  r e a s o n  w a s  t h a t  l o w  
p r i c e s  ( s o  m u c h  t h e  w o r s e  i f  t h e y  w e r e  a r t i f i c i a l l y  l o w )
68, D aire, Physiocrates, p , 98,
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w o r s e n e d  t h e  t e r m s  o f  t r a d e .  T u r g o t ,  i n  c o n t r a s t ,  
s e e m e d  t o  b e l i e v e ,  t h o u g h  h e  d i d  n o t  s t a t e  i t  d i r e c t  I y ,  
t h a t  a  c o n t r a c t i o n  i n  d e m a n d  w o u l d  l o w e r  p r i c e s  w h i c h ,  
s i n c e  c o n s u m e r s  a n d  u s e r s  o f  p r o d u c e r  g o o d s  a c t  f a v o u r a b l y  
t o  p r i c e  d e c r e a s e s ,  w o u l d  s i g n i f i c a n t l y  t e n d  t o  r e v e r s e  
t h a t  s a m e  d e c l i n e  i n  a g g r e g a t e  d e m a n d .  I n  a n y  c a s e ,  
h e  s t a n d s  f i r m l y  b e h i n d  t h e  p r e s u m p t i o n  t h a t  p r i c e  
a d j u s t m e n t s ,  w h e n  e n f o r c e d  b y  a  p u r e l y  c o m p e t i t i v e  o r d e r ,  
w o u l d  b e  s u c h  t h a t  n o  s e c t o r  o f  t h e  e c o n o m y  w o u l d  f o r  
l o n g  p r o d u c e  e i t h e r  b e l o w  o r  a b o v e  w h a t  h e  c a l l s  t h e  
" f u n d a m e n t a l "  v a l u e ,  i . e .  t h e  c o s t s  o f  p r o d u c t i o n  p l u s  
n o r m a l  p r o f i t s .  Q u e s n a y  w o u l d  g o  a l o n g  w i t h  t h i s  a d v o c a c y  
o f  p u r e  c o m p e t i t i o n ,  t h o u g h  i n  h i s  e y e s  i t  w a s  m e r e l y  a  
n e c e s s a r y  c o n d i t i o n  a n d  n o t  s u f f i c i e n t  c o n d i t i o n  f o r  f u l l  
e m p l o y m e n t ,  T u r g o t ' s  f i f t h  o b j e c t i o n  t o  t h e  o v e r - s a v i n g  
t h e o r y  i s  s i m p l y  a  r e - a s s e r t i o n  t h a t  e v e r y  s a v e r  c o n v e r t s  
n e a r l y  a l l  h i s  s a v i n g s  s u i —  I e - c h a m p  i n t o  c a p i t a l ,  a l m o s t  
r a i s i n g  t h i s  c o u r s e  o f  a c t i o n  t o  t h e  s t a n d i n g  o f  a  
p  s y c h o I o g  i  c  a  I l a w .
2 .  T h e  L  i m i t  s  o f  C a p  i  t  a  I A c c u m u I  a  t  i o n .
B o t h  Q u e s n a y  e n d  T u r g o t ,  a n d  A d a m  S m i t h  a f t e r  
t h e m ,  t o o k  i t  f o r  g r a n t e d  t h p t  t h e r e  w a s  a  p o t e n t i a l  
p r o f i t a b l e  o u t l e t  f o r  t h e  g r e a t e s t  p o s s i b l e  a m o u n t  o f  
c a p i t a l  a c c u m u l a t i o n .  E v e n  i n  t h e  s h o r t  r u n ,  e c o n o m i c  
s t a g n a t i o n  w a s  c o n s i d e r e d  u n l i k e l y ;  t h o u g h  o f  c o u r s e ,  
w i t h  Q u e s n a y ,  t h e  g e a r s  o f  t h e  e c o n o m i c  m a c h i n e  h a d  t o  
m e s h  p r o p e r  I y  f o r  t h e  p r o m i s e  o f  c o n t i n u e d  g r o w t h  t o  b e
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f u l f i l l e d .  T h e r e  a r e  t w o  r e a s o n s  w h y  f e w  e c o n o m i s t s  o f  
t h e  t i m e  f o u n d  o c c a s i o n  t o  w o r r y  a b o u t  a  s t a g n a t i o n i s t  
s i t u a t i o n  ( M a  I t h u s  w a s  o n e  o f  t h e  f i r s t ) .  F i r s t  o f  a l l ,  
f r o m  t h e  d e m a n d  s i d e  o f  t h e  e c o n o m i c  e q u a t i o n s ,  i t  w a s  
o b s e r v e d  t h a t  t h e  p o p u l a c e  w a s  i n c l i n e d  t o  i n c r e a s e  s e v e r a l  
f o l d  i t s  c o n s u m p t i o n  o f  t h e  c o n t e m p o r a r y  r a n g e  o f  g o o d s  
( e s p e c i a l l y  a g r i c u l t u r a l  g o o d s )  a s  i t s  i n c o m e  r o s e .
S e c o n d l y ,  f r o m  t h e  s u p p l y  s i d e ,  t h e  a d v e n t  o f  t h e  a g r i c u l t u r a l  
r e v o l u t i o n  a n d  t h e  b e g i n n i n g s  o f  c a p i t a l i s t i c  i n d u s t r y  
s e e m e d  t o  h o l d  i n  s t o r e  t r e m e n d o u s  i n v e s t m e n t  o p p o r t u n i t i e s  -  
t h e  m e a n s  f o r  s u p p l y i n g  t h i s  p e n t - u p  d e m a n d .  C a p i t a l i s t i c  
i n d u s t r y  h a d  b e g u n  t o  m a k e  i t s  p r e s e n c e  f e l t ,  b u t  s t i l l  
(  a n d  t h i s  i s  i m p o r t a n t ) ,  t h e  e m p h a s i s  w a s  p l a c e d  o n  
a g r i c u l t u r a l  p r o d u c t i o n  -  e v e n  w i t h  s u c h  a d v a n c e d  t h i n k e r s  
a s  B a u d e a u  a n d  T u r g o t .  T h e  c o n s u m e r  g o o d s  t h e y  c o n s i d e r e d  
r e a l l y  i m p o r t a n t  w e r e  s u r p r i s i n g l y  f e w  i n  n u m b e r  a n d  c h a r a c ­
t e r i s t i c a l l y  c o n t a i n  a  h i g h  v a l u e  o f  a g r i c u l t u r a l  p r o d u c e ,  
e . g .  b r e a d ,  f l e s h ,  d r i n k ,  a n d  w o o l l e n  c l o t h .  " I t  i s  t o  
b e  o b s e r v e d " ,  C a n t i l i o n  t e l l s  u s ,  " t h a t  t h e  p o o r  l a b o u r e r  
m a y  m a i n t a i n  h i m s e l f ,  a t  t h e  l o w e s t  c o m p u t a t i o n ,  o n  t h e  
p r o d u c e  o f  a n  a c r e  a n d  a  h a l f  o f  l a n d  i f  h e  I i v e s  o n  
b r e a d  a n d  v e g e t a b l e s ,  w e a r s  h e m p e n  g a r m e n t s ,  w o o d e n  s h o e s ,  
e t c . ,  w h i l e  i f  h e  a l l o w s  h i m s e l f  w i n e ,  m e a t ,  w o o l l e n  c l o t h e s ,  
e t c . ,  h e  m a y  w i t h o u t  d r u n k e n n e s s  o r  g l u t t o n y  o r  e x c e s s  o f  
a n y  k i n d  c o n s u m e  t h e  p r o d u c e  o f  4  t o  1 0  a c r e s  o f  l a n d  
o f  o r d i n a r y  g o o d n e s s  ................................................................ M a n ' s  s t o m a c h .
69, C an tillo n , Essai sur la  Nature du Corrmerce (Henry Hiaos edi t ion,  
London, 1 9 3 1 ,), p , 37,
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a g r i c u l t u r a l  e c o n o m i s t s  a r e  f o n d  o f  t e l l i n g  u s ,  h a s  
o n l y  a  l i m i t e d  c a p a c i t y ,  b u t  t h e r e  i s  n o  d o u b t  t h a t  
h e  w i l l  s p e n d  h i s  l a s t  c o p p e r  t o  f i l l  i t  w h e n  i t  i s  o n l y  
h a l f  f u l l .  T h e  m a r k e t  f o r  " s u b s i s t e n c e "  g o o d s ,
M i r a b e a u  a r g u e s ,  i s  b a s e d  " o n  t h e  m o s t  c o m m o n  n e e d  w h i c h  
n e c e s s i t a t e s  t h e  m o s t  p r o m p t  s a l e ,  t h e  s t r o n g e s t  d e m a n d  
f o r  r a w  m a t e r i a l s ,  t h e  m o s t  p u n c t u a l  a n d  e q u a l  p a y m e n t s ,  
t h e  g r e a t e s t  i n v e s t m e n t ,  a n d  a s  a  c o n s e q u e n c e  t h e  m o s t  
c o m p l e t e  p r o d u c t  i o n " .
R o r  t h e s e  R e a s o n s ,  Q u e s n a y  c o u l d  t a k e  i t  f o r  
g r a n t e d  t h a t  t h e  g r a n d e  c u l t u r e  w o u l d  a b s o r b  a  r e l a t i v e l y  
u n l i m i t e d  s u p p l y  o f  c a p i t a l .  B u t ,  t h o u g h  t h i s  m a y  b e
t r u e  f o r  a  l a r g e  e c o n o m i c  s e c t o r  u n d e r  t h e s e  s p e c i a l  
c o n d i t i o n s ,  i t  c a n n o t  b e  t r u e  f o r  a n '  i n d i v i d u a l  
e n t e r p r i s e .  I t  w a s  l e f t  f o r  T u r g o t  t o  s h o w  t h a t  t h e
p r o d u c t i v i t y  o f  c a p i t a l  w h e n  a p p l i e d  t o  l a n d  i s  s u b j e c t  
t o  d e c r e a s i n g  r e t u r n s .  H e  d i s c o v e r e d  t h e  i n t e n s i v e
m a r g i n  o f  t h e  R  i c a r d  i  a n s  a s  d i s t i n c t  f r o m  t h e  e x t e n s i v e  
m a r g i n  o f  i n f e r i o r  l a n d ,  o f  w h i c h  a l l  t h e  p h y s i o c r a t s  a n d  
e v e n  B o i s g u i l l e b e r t  w e r e  a w a r e .  H e  p o i n t s  o u t  t h a t  w h e n
h o m o g e n e o u s  u n i t s  o f  c a p i t a l  a r e  s u c c e s s i v e l y  a p p l i e d  t o  a  
f i x e d  a m o u n t  o f  l a n d ,  t h e  r a t i o  b e t w e e n  t h e  i n c r e m e n t  o f  
c a p i t a l  a n d  t h e  i n c r e m e n t  o f  p r o d u c t  i n c r e a s e s  t o w a r d s  a  
m a x i m u m  p o i n t  a n d  t h e n  t h e  i n c r e m e n t  o f  p r o d u c t  d e c r e a s e s  
t o w a r d s  z e r o .  T h i s  i n v e n t i o n  w a s  a n  e x t r e m e  I y  b r i l l i a n t
70, Mirabeau, Philosophie Rurale, pp, 99, 100,
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i d e a  o f  i t s e l f , b u t ,  e q u a l l y  i m p r e s s i v e ,  T u r g o t  
f o l l o w e d  t h i s  l i n e  o f  r e a s o n  s o  a s  t o  i n d i c a t e  t h e  
c a p i  t a l i s t - f a r m e r ' s  p o i n t  o f  p r o f i t  m a x i m i z a t i o n .
T h i s  s  i n g  I e  t o u r  d e  f o r c e  i s  s u f f i c i e n t  t o  r a n k  T u r g o t  
a m o n g s t  t h e  m o s t  o r i g i n a l  t h e o r i s t s  o f  a l l  t i m e :
P r o d u c t i o n  s u p p o s e s  a d v a n c e s ;  b u t  e q u a l  a d v a n c e s  
o n  l e n d  o f  u n e q u a l  f e r t i l i t y  g i v e  v e r y  d i f f e r e n t  
p r o d u c t s ,  w h i c h  I s  e n o u g h  i n  I t s e l f  t o  s h o w  t h a t  
p r o d u c t s  c a n n o t  b e  e x a c t l y  p r o p o r t i o n a l  t o  a d v a n c e s ;  
t h e y  a r e  n o t  l i k e w i s e ,  w h e n  p i e c e d  o n  t h e  s a m e  l a n d ,  
a n d  i t  c a n  n e v e r  b e  s u p p o s e d  t h a t  d o u b l e  a d v a n c e s  g i v e  
a  d o u b l e  p r o d u c t .  T h e  l e n d  c e r t a i n l y  h a s  a  l i m i t e d  
f e r t i l i t y ,  a n d  i n  s u p p o s i n g  i t  w o r k e d ,  m a r l e d ,  d r a i n e d ,  
w a t e r e d ,  w e e d e d ,  a s  m u c h  a s  i s  p o s s i b l e ,  i t  i s  e v i d e n t  
t h a t  a l l  a d d i t i o n a l  e x p e n s e s  w i l l  b e  u s e l e s s ,  a n d  
s u c h  a u g m e n t a t i o n  c a n  e v e n  b e  h a r m f u l .  I n  t h i s  
c a s e ,  t h e  a d v a n c e s  w i l l  a u g m e n t  w i t h o u t  t h e  p r o d u c t  
d o i n g  s o .  T h e r e  i s  t h e n  a  m a x i m u m  o f  p r o d u c t i o n  w h i c h  
i s  i m p o s s i b l e  t o  s u r p a s s  a n d  w h e n  o n e  r e a c h e s  i t ,  
t h e  a d v a n c e s  n o t  o n l y  d o  n o t  p r o d u c e  2 5 0  f o r  1 0 0 ,  
b u t  p r o d u c e  a b s o l u t e l y  n o t h i n g ,  ......................
I f  i n s t e a d  o f  a u g m e n t i n g  t h e  a d v a n c e s  b y  e q u a l  
d e g r e e s  b e y o n d  t h e  p o i n t  w h e r e  t h e y  r e t u r n  t h e  m o s t ,  
t h e y  a r e  d i m i n i s h e d ;  o n e  s h o u l d  f i n d  t h e  s a m e  c h a n g e  
i n  t h e  p r o p e r  t  i o n , .  I t  i s  n o t  o n l y  c o n c e i v a b l e ,  
b u t  i t  i s  e v e n  c e r t a i n  t h a t  v e r y  w e a k  a d v a n c e s  g i v e  
a  m u c h  l e s s e r  p r o f i t . t h a n  t h e  v e r y  s t r o n g  a d v a n c e s .
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I f  2 / 0 0 0  p o u n d s  r e t u r n  5 , 0 0 0 ,  1 , 0 0 0  w i  11  n o t  
r e t u r n  1 , 5 0 0  a n d  5 0 0  w i  I I n o t  r e t u r n  600 *
S e e d  s o w e d  o n  n a t u r a l l y  f e r t i l e  l a n d ,  b u t  
w i t h o u t  a n y  p r é p a r â t i o n , w i I I  r e s u l t  I n  a n  a d v a n c e  
b e i n g  a l m o s t  e n t i r e l y  l o s t .  I f  o n e  a d d s  o n l y  o n e  
u n i  t  o f  l a b o u r ,  t h e  p r o d u c t  w i  I I b e  m o r e ;  a  s e c o n d  
,  a  t h i r d  u n i t  o f  l a b o u r  c a n  n o t  o n l y  d o u b l e  a n d  
t r i p l e ,  b u t  q u a d r i p l e  a n d  m u l t i p l y  b y  t e n  t h e  p r o d u c t ,  
w h i c h  a u g m e n t s  t h u s  i n  a  p r o p o r t i o n  m u c h  g r e a t e r  t h a n  
t h e  a d v a n c e s  i n c r e a s e ,  a n d ,  i n  t h i s  m a n n e r ,  u p  t o  a  
c e r t a i n  p o i n t  w h e r e  t h e  p r o d u c t  w i l l  b e  g r e a t e s t  
t h a t  i s  p o s s i b l e ,  c o m p a r e d  t o  t h e  a d v a n c e s .
P a s t  t h i s  p o i n t ,  i f  o n e  a u g m e n t s  t h e  a d v a n c e s  
s t i  I I m o r e ,  t h e  p r o d u c t s  w i  I I a u g m e n t  s t i  I I m o r e ,  
b u t  l e s s  a n d  l e s s ,  a n d  a l w a y s  l e s s  u n t i l  t h a t  p o i n t  
a t  w h i c h  t h e  f e r t i l i t y  o f  t h e  l a n d  w i l l  b e  e x h a u s t e d  
a n d  a r t  c a n n o t  a d d  a n y  m o r e ;  a  s u r p l u s  o f  a d v a n c e s  
c o u l d  a d d  a b s o l u t e l y  n o t h i n g  t o  t h e  p r o d u c t  . . . . . .
I s h o u l d  o b s e r v e  t h a t  i t  w o u l d  b e  a n  e r r o r  
t o  i m a g i n e  t h a t  t h e  p o i n t  w h e r e  t h e  a d v a n c e s  r e t u r n  
t h e  m o s t  p o s s i b l e  w i l l  b e  t h e  m o s t  a d v a n t a g e o u s  t h a t  
a g r i c u l t u r e  c a n  a t t a i n ,  b e c a u s e ,  a l t h o u g h  n e w
71, This concept is  on the highest le v e l o f abstraction  in  every vxiy; 
i t  is  as fa r  removed from what one a c tu a lly  observes as the p h y s ic is t's  
e la s tic  jnateria ls that do not s tre tc h . Units o f  c a p ita l can be considered 
hoTnogeneous only fo r  the sake o f  th e o re tic a l reasoning, More c a p ita l-  
in tensive production generally e n ta ils  a change in  technology, a  d if fe re n t  
kind o f re a l c a p ita l, ra th er than the m u ltip lic a tio n  o f  id en tica l too ls  
and machines. Therefore, a g ric u ltu ra l production being what i t  is , i t  is  
d i f f ic u l t  to d iffe re n tia te  increasing or decreasing returns to a homogeneous 
fa c to r  from h is to r ic a l increasing returns owing to the introduction o f  
improving technology.
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I n c r e m e n t s  o f  a d v a n c e s  d o  n o t  r e t u r n  i n  t o t a l  a s  m u c h
a s  t h e  p r e c e d i n g  i n c r e m e n t s ,  i f  t h e y  r e t u r n  e n o u g h  t o
i n c r e a s e  t h e  p r o d u i t  n e t  o f  t h e  s o i l ,  i t  i s  o f
a d v a n t a g e  t o  m a k e  t h e m ,  a n d  t h i s  w i l l  a l w a y s  b e
m o n e y  w e l l  p l a c e d .  I f  f o r  e x a m p l e ,  o n e  s u p p o s e s
w i t h  t h e  a u t h o r  f M i r a b e a u ,  P h i l o s o p h  i e  R u r  a  I e l
t h a t  t h e  a n n u a l  a d v a n c e s  o f  a  g o o d  c u l t u r e  r e t u r n
2 5 0  f o r  1 0 0 ,  a n  i n c r e m e n t  w h i c h  r e t u r n s  2 5 0  f o r  10 0
w i l l  b e  i n f i n i t e l y  m o r e  p r o f i t a b l e .  F o r  t h e  i n t e r e s t
o f  t h e  p r i m i t i v e  a d v a n c e s  w e r e  a l r e a d y  s e t  a s i d e
b e f o r e h a n d  o n  t h e  2 5 0  f o r  1 0 0 ,  a n d  t h i s  d e d u c t i o n  s t i  I I
a  I l o w s  a  v e r y  d e c e n t  p r o d u I t  n e t ,  s o  m u c h  a s  o n e
d e d u c t s  f r o m  t h e  p r o d u c t  o f  t h e  n e w  a d v a n c e s  1 0 0
f o r  t h e i r  a n n u a l  r e n t i n g  a n d  1 0  f o r  t h e  i n t e r e s t  o f
t h e  f i r s t  p l a c i n g ,  w h i c h  b e c o m e s  a n  i n c r e a s e  o f  t h e
f i r s t  a d v a n c e s ,  o f  w h i c h  t h e  a d v a n c e s  o f  t h e  f i r s t
y e a r  a r e  a l w a y s  a  p a r t  ;  i f  t h e n  o n e  d e d u c t s  t h i s  I 1 0
p e r  1 0 0  o n  t h e  2 5 0  p r o d u c t s  o f  t h e  n e w  a d v a n c e s ,
o n e  w i  I I h a v e  a  p r o d u  i t  n e t  o f  I 1 5  o f  n e w  a d v a n c e s ,
w h i c h  o n e  d o e s  a d d  t o  t h a t  o f  t h e  2 5 0  p e r  1 0 0  o f  t h e
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f i r s t  a d v a n c e s ;  a n d  s o  o n  f o r  t h e  r e s t .
T h u s ,  T u r g o t  f o u n d  t h e  s o l u t i o n  t o  t w o  t h e o r e t i c a l  
p r o b l e m s ,  f o r  w h i c h  t h e  w o r k s  o f  h i s  f e l l o w  i n t e n s i v e -  
f a r m  i n g  e n t h u s i a s t s  m a n i f e s t  a  c r y i n g  n e e d ;  i n  o n e  b o l d  
s t r o k e  h i s  p r i n c i p l e  o f  d i m i n i  s h  i n g  r e t u r n s  s h o w e d  t h e  
l i m i t a t i o n s  t o  t h e  p r o f i t a b l e  e m p l o y m e n t  o f  c a p i t a l  i n  
i n d i v i d u a l  e n t e r p r i s e s ,  t h e  p o i n t  o f  p r o f i t  m a x i m i z a t i o n .
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a n d  t h e r e b y ,  a s  w e l l ,  t h e  a l l o c a t i o n  o f  c a p i t a l  a m o n g s t
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a l t e r n a t i v e  u s e s ,  t h o u g h  h e  d i d  n o t  g o  o n  t o  d e v e i o p  
t h i s  l a t t e r  i d e a .  T h i s  w a s  a  m u c h  m o r e  d i f f i c u l t  
a c h i e v e m e n t  t h a n  i t  s e e m s  i n  r e t r o s p e c t .  D i m i n i s h i n g  
r e t u r n s  a r e  o b s c u r e d  w h e n  o n e  i s  t h i n k i n g  i n  t e r m s  o f  
e x p a n d i n g  t e c h n o l o g i c a l  h o r i z o n s .  W i t n e s s ,  t h e  m o d e r n  
i n d u s t r i a l i s t  w h o  f i n d s  i t  h a r d  t o  c o n c e i v e  o f  a  p e r i o d  
s h o r t  e n o u g h  t o  p r o d u c e  a n y t h i n g  b u t  d e c r e a s i n g  c o s t  
c u r v e s .  A n d  m o s t  e c o n o m i c  t h e o r i s t s  ( e s p e c i a l l y  Q u e s n a y )  
w e r e  c o n c e p t u a l i z i n g  o n  t h e  p r e m i s e  o f  e c o n o m i e s  c a p a b l e  
o f  r e l a t i v e l y  u n l i m i t e d  g r o w t h  -  t h a t  i s ,  u n t i l  t h e  
N a p o l e o n i c  W a r s  c r o w d e d  E n g l i s h  a g r i c u l t u r e  a g a i n s t  t h e
72, D a ire , Oeuvres des Turoot, "Observations sur un Ife m ire  de M, 
de S a in t-P iravy ", pp, 420-422,
This a r t ic le ,  whiàh we have quoted previously in connection with  
Turgot's c r it ic is m  o f the over-saving theory, f i l l s  in some o f the 
blanks in  h is  theory o f  ca p ita l as outlined in  the R e flec tio n s ,
Probably, more than any other work i t  shows the s tatu re  o f the man.
There is  l i t t l e  d ire c t evidence th at the work had much influence  
o f  successors, though i t  can scarcely be believed th at i t  went 
completely unnoticed a f te r  being published in Duponts Oeuvres 
des Turgot (1809-1811), However, Turgot's objections to the over­
saving theory did supply some o f  h is  successors (a t  le a s t in France) 
with reasons fo r  dismissing th is  theory. In  po int o f  fa c t ,  Turgot 
prepared the way fo r  the triumph o f  the C lassical theory o f  cap ita l 
in  France, The Observations d e f in ite ly  gives Turgot p r io r i ty  over 
West and Ricardo in discovery o f  the case o f  diminishing returns.
One might even argue that h is  statement on the matter is  superior to 
th e irs , which would indicate they discovered the p r in c ip le  independently’. 
Besides, Ricardo was always more than generous with acknowledgments, 
and so the fa c t  that he did not -mention th is  work argues that he 
did  -not know about i t ,
73, We have already pointed out that Quesnay, and Turgot a f te r  him, 
took into consideration the influence that the demand side o f  the 
economic equations have on the a llo c a tio n  o f c a p ita l, summarizing 
th is  in te llig en ce  in th e ir  demand schedules.
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e x t e n s i v e  m a r g i n  o f  i n f e r i o r  l a n d .  U n f o r t u n a t e l y ,
T u r g o t  r e s t r i c t e d  d i m i n i s h i n g  r e t u r n s  t o  a g r i c u l t u r e  -  
a n  o v e r s i g h t  t h a t  l i m i t e d  i t s  u s e f u l n e s s  f o r  d i s t r i b u t i o n  
t h e o r y .  B u t ,  t h e n ,  w h e n  o n e  c o m e s  t o  t h i n k  o f  i t ,  
t h e  c o n c e p t  h a s  o n l y  b e e n  e x t e n d e d  t o  c o v e r  i n d u s t r y  
w i t h i n  t h e  l a s t  h a l f  c e n t u r y ,  w h i c h  g o e s  t o  s h o w  t h a t  
i t  i s  n o t  t h e  s o r t  o f  i d e a  t h a t  i s  i m m e d i a t e l y  o b v i o u s .
I n  c o n c l u s i o n  i t  m i g h t  b e  h e l p f u l  t o  g i v e  a  r e s u m e  
o f  t h e  c h a p t e r .  -  Q u e s n a y ' s  m a i n  p e r s o n a l  c o n t r i b u t i o n  
t o  t h e  u n d e r s t a n d i n g  o f  c a p i t a l  w a s  t o  b r i n g  i n t o  
t h e o r e t i c a l  c o n s c i o u s n e s s  t h e  i m p o r t  R e a l  C a p i t a l  h a d  
f o r  t h e  a g r i c u l t u r a l  r e v o l u t i o n .  T o  a  l i m i t e d  e x t e n t  h e  
e v e n  p e r c e i v e d  t h e  s o c i o l o g i c a l  i m p l i c a t i o n s  o f  t h i s  n e w  
o r d e r  a n d ,  a s  w e  s h a l I  s e e  i n  a  l a t e r  c h a p t e r ,  h e  h a d  m o r e  
t h a n  a n  i n k l i n g  o f  w h a t  i t s  p o l i t i c a l  r e q u i r e m e n t s  w o u l d  
b e .  S o m e  o f  h i s  y o u n g e r  d i s c i p l e s ,  n o t a b l y  B a u d e a u  a n d  
T u r g o t ,  g e n e r a l i z e d  t h e s e  c o n c e p t s  t o  c o v e r  t h e  i n c i p i e n t  
c a p i t a l i s t i c  i n d u s t r y  w h i c h  w a s  a b o u t  t o  b r e a k  i t s  b o u n d s ,  
Q u e s n a y * s  t h e o r y  o f  c a p i t a l  i s  e p i t o m i z e d  b y  t h e  m a n y  
a s p e c t s  o f  t r u t h  c o n n o t e d  b y  h i s  u s e  o f  t h e  w o r d  a v a n c e  -  
t h e  i d e a  t h a t ,  b e h i n d  t h e  m o n e t a r y  v e i l ,  c a p i t a l  i s  i n  f a c t  
a n  a d v a n c e  o f  g o o d s ,  t o  w o r k  w i t h  a n d  l i v e  b y ,  p r o v i d e d  b y  
t h e  c a p i t a l i s t  t o  b r i d g e  t h e  t e m p o r a l  g a p  b e t w e e n  p r o d u c t i v e  
w o r k  a n d  t h e  f i n a l  p r o d u c t .  Q u e s n a y  h i m s e l f  d e v e l o p e d  
t h i s  i d e a  i n t o  a n  e x a c t i n g  s t u d y  o f  t h e  f l u x  a n d  r e f l u x  o f  
c a p i t a l  a n d  c i r c u l a t i o n  i n  g e n e r a l .  R e g r e t t a b l y ,  w e  c a n
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o n l y  g i v e  a  s k e t c h  o f  t h i s  w o r k ,  f o r  i t  I s  n o t  a  s u b j e c t  
t h a t  l e n d s  i t s e l f  t o  a n  e c o n o m y  o f  w o r d s .  W e  h a v e  c h o s e n  
t o  s l i g h t  o v e r  t h e  m a t t e r  i n  t h e  p r e s e n t  c h a p t e r  b e c a u s e  
i t  m o r e  p r o p e r l y  b e l o n g s  i n  t h e  c o n t e x t  o f  t h e  c i r c u l a t i o n  
o f  t h e  t a b l e a u  e c o n o m i  q u e ,  t h e  a n a l y t i c a l  d e v i c e  w i t h  w h i c h  
i t  w a s  p r e s e n t e d .  W e  h a v e  d e v o t e d  a  g o o d  d e a l  o f  o u r  
a t t e n t i o n  t o  T u r g o t ;  I f  o n l y  b e c a u s e  o f  t h e  s t a t u r e  o f  t h e  
m a n ,  w e  c o u l d  h a r d l y  h a v e  d o n e  l e s s .  A n d ,  f o r  t h e  
v e r y  r e a s o n  t h a t  h e  s t a n d s  a l o n e  a m o n g s t  t h e  p h y s i o c r a t s  
o n  t h e  s u b j e c t  o f  c a p i t a l ,  h e  p r o v i d e s  u s  w i t h  a  s t a n d a r d  
o f  c o m p a r i s o n  b y  w h i c h  w e  c a n  u n d e r s t a n d  a n d  e v a l u a t e  
t h e  i d e a s  o f  t h e  m o r e  o r t h o d o x  p h y s i o c r a t s .  A n d ,  a s  w e l l ,  
b e a r i n g  i n  m i n d  t h e  s i  m i  l a r i t y  o f  T u r g o t ' s  a n d  S m i t h ' s  
t h e o r i e s  o f  c a p i t a l  f o r m a t i o n ,  t h i s  a r r a n g e m e n t  s u g g e s t s  
t o  u s  t h a t  c l a s s i c a l  t h e o r y  h a d  i t s  b e g i n n i n g s  i n  Q u e s n a y ' s  
w o r k .  T h i s  i s  s o  o b v i o u s l y  t h e  c a s e  t h a t  i t  h a r d l y  
m a t t e r s  w h e t h e r  S m i t h  r e a c h e d  h i s  c o n c l u s i o n s  i n d e p e n d e n t l y  
o r  b o r r o w e d  h i s  i d e a s  f r o m  T u r g o t .  T h e  g r e a t e s t  I n t e l  l e c t s  
a r e  t h o s e  t h a t  p o s e  t h e  s i g n i f i c a n t  q u e s t i o n s ;  t h e r e  i s  
a l w a y s  a  w e a l t h  o f  m o r e  p e d e s t r i a n  m i n d s  t o  e x p l o r e  a n y  
n u m b e r  o f  p o s s i b l e  a n s w e r s .
T h e  n e x t  c h a p t e r  w i l l  b e  g i v e n  t o  a  b r i e f  e s s a y  
o n  l a b o u r  s o  a s  t o  c o m p l e t e  o u r  s t u d y  o f  t h e  f a c t o r s  
o f  p r o d u c t  i o n .
CHAPTER 4 
LABOUR AND POPULATION THEORY
F o r  t h e  p u r p o s e  o f  o u r  s t u d y  w e  h a v e  o r g a n i z e d  
r e l a t e d  m a t e r i a l  a c c o r d i n g  t o  t h e  t r i a d i c  d i v i s i o n  o f  
t h e  f a c t o r s  o f  p r o d u c t i o n  -  t h e  n a t u r a l  a g e n t s ,  c a p i t a l  
a n d  l a b o u r .  T h i s  i s  n o t  t o  i m p l y  t h a t  t h e  p h y s i o c r a t s  
h a d  t h e  s a m e  f o r m a l  o r g a n i z a t i o n  i n  m i n d .  B u t ,  n o n e ­
t h e l e s s ,  t h e y  a l w a y s  a d m i t t e d  t h e  p r o d u c t i v e n e s s  o f  
l a b o u r  a n d  c a p i t a l ,  a t  l e a s t  w h e n  t h e y  a r e  e m p l o y e d  i n  
a g r i c u l t u r e .  T h a t  t h i s  i s  s o  i s  p r o v e n  b y  T u r g o t ' s  
d i s c u s s i o n  o f  d e c r e a s i n g  r e t u r n s  f o r  c a p i t a l  a n d  
l a b o u r  a n d  Q u e s n a y ' s  c o m p a r i s o n  b e t w e e n  t h e  p h y s i c a l  
a n d  v a l u e  p r o d u c t i v e n e s s  o f  t h e  c a p i t a l - i n t e n s i v e  
g r a n d e  c u l t u r e  a n d  t h e  p e t i t e  c u I t u r e .  " T h e  l a n d  i s  
t h e  s o u r c e  o f  p r o d u c t i o n " ;  w r i t e s  M i r a b e a u ,  " b u t  
i t  p r o d u c e s  t o  t h e  t a s t e s  o f  o u r  n e e d s  o n l y  b y  t h e  m e a n s  
o f  l a b o u r  a n d  t h e  f a c u l t i e s  o f  t h o s e  w h o  c u l t i v a t e  i t " .
W h a t  M i r a b e a u  r e a l l y  m e a n s  t o  s a y  i s  n o t  ( a s  s o m e  c r i t i c s  
b e l i e v e )  t h a t  l a n d  i s  t h e  s i n g l e  p r o d u c t i v e  f a c t o r ,  b u t  
s o m e t h i n g  v e r y  d i f f e r e n t :  t h a t  a g r i c u l t u r e  i s  t h e  o n l y
p r o d u c t i v e  s e c t o r  a n d  t h a t  l a b o u r  a n d  c a p i t a l  c a n  p r o d u c e  
n e w  i n c r e m e n t s  o f  v a l u e  o n l y  i n  t h i s  i n d u s t r y .  T h i s  t h e o r y  
o f  v a l u e  c r e a t i o n  a n d  t h e  c i r c u l a t i o n  o f  i n c o m e  i s
i. Mirabeau, Philosophie Rurale (Amsterdam, 1764) Vol» I»  pp, 5 , 6,
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d e f i n i t e l y  w r o n g  f o r  t h e  s e v e r a l  r e a s o n s  w e  h a v e  g i v e n  
i n  t h e  s e c o n d  c h a p t e r .  S t i l l ,  d e s p i t e  t h e  s e v e r a l  
s t r a n g e  i d e a s  s u g g e s t e d  b y  t h e  u n i q u e  p r o d u c t i v i t y  
d o c t r i n e ,  t h i s  t h e o r y  i m p o s e d  f e w  i n h i b i t i o n s  o n  
p r a c t i c a l  i n q u i r y  i n t o  t h e  f a c t s  o f  p r o d u c t i o n  -  t h a n k s ,  
w e  m i g h t  a d d ,  t o  t h e  p h y s i o c r a t s *  d i s r e g a r d  a n d  i n c o n s i s t e n t  
a p p l i c a t i o n  o f  i t .  W i t n e s s  t h e  h e i g h t s  r e a c h e d  o n  t h e  
s u b j e c t  o f  c a p i t a l .
T h o u g h  h e  w a s  a w a r e  t h a t  t h e  g r a n d e  c u  I t u r e  i m p l i e d
t h e  p r o l e t a r i a n i z a t i o n  o f  t h e  p e a s a n t s ,  Q u e s n a y  d i r e c t e d
m o s t  o f  h i s  a t t e n t i o n  t o w a r d s  a g r i c u l t u r a l  m a n a g e r i a l
l a b o u r  -  w h e t h e r  a t  t h e  m o m e n t  i t  h a p p e n e d  t o  b e  p e r s o n i f i e d
b y  a  f r e e h o l d i n g  p e a s a n t ,  t h e  c a p i t a  1 i s t - e n t r e p r e n e u r  o r
t h e  l a n d l o r d  h i m s e l f .  I n d e e d ,  i t  m i g h t  b e  t r u t h f u l l y
s t a t e d  t h a t  h e  g a v e  t h e  f a r m e r - e n t r e p r e n e u r  t h e  s t a t u s
o f  a  s p e a r a t e  f a c t o r  o f  p r o d u c t i o n .  T u r g o t  s i m p l y
c o l l e c t e d  t o g e t h e r  t h e  v a r i o u s  s e r v i c e s  w h i c h  Q u e s n a y
h i m s e l f  a t t r i b u t e s  t o  t h i s  c l a s s  w h e n  h e  s a y s  t h a t  t h e
e n t r e p r e n e u r  m u s t  b e  c o m p e n s a t e d  f o r " h i s  t a l e n t s ,  h i s  l a b o u r ,
2
a n d  h i s  r i s k s " .  T h e r e  a r e  s e v e r a l  r e a s o n s  w h i c h  a c c o u n t  
f o r  Q u e s n a y  h a v i n g  n e g l e c t e d  p r o  1 e t a r i a n i z e d  l a b o u r .
F i r s t  o f  a l l ,  h e  s e e m e d  t o  t h i n k  t h a t  t h e  l a b o u r  f o r c e  
w o u l d ,  s o c i o l o g i c a l l y  s p e a k i n g ,  b e  a  p a s s i v e  t o o l  w h i c h  
w o u l d  t a k e  i t s  p l a c e  i n  a  h a r m o n i o u s  c a p i t a l i s t i c  s o c i e t y  
a n d  o f f e r  n o  o p p o s i t i o n  t o  h i s  P r o g r a m m e .  T h a t  i s ,  
t h i s  l e f t  h i m  w i t h  o n l y  t h e  p r o b l e m s  o f  t h e  f a r m e r - e n t r e ­
p r e n e u r  t o  b e  s o l v e d  f o r  c a p i t a l i s m  t o  e v o l v e .  S e c o n d l y ,
2» Turgot, lie fle c tio n s  on the ForTnation and D is tr ib u tio n  o f Riches» 
Ashley ed ., LXXXVII,
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h i s  t h e o r e t i c a l  a p p a r a t u s  e m p h a s i z e d  t h e  d i v i s i o n  o f  
e c o n o m i c  f u n c t i o n s  b e t w e e n  i n d u s t r i a l  s e c t o r s  r a t h e r  
t h a n  b e t w e e n  s o c i a l  c l a s s e s .  T h e  t a b l e a u  é c o n o m i q u e  
i s  a  m a p  o f  i n c o m e  f l o w s  b e t w e e n  s e c t o r s  o f  t h e  e c o n o m y  
w h i c h  d o  n o t  i n  e v e r y  c a s e  c o r r e s p o n d  t o  t h e  s o c i o l o g i c a l  
e c o n o m i c  c l a s s  s t r u c t u r e .  I n c o m e  f l o w s  f r o m  t h e  f a r m e r  
t o  t h e  l a n d l o r d ,  a n d  t h e  l a t t e r  i n  t u r n  s p e n d s  p a r t  o f  
i t  i n  t h e  m a n u f a c t u r i n g  s e c t o r  a n d , p a r t  i n  t h e  
a g r i c u l t u r a l  s e c t o r .  T h e  n e t  r e n t  a c c r u e d  b y  t h e  l a n d ­
l o r d  i s  a  p a y m e n t  m a d e  f o r  t h e  u s e  o f  a  f a c t o r  o f  p r o d u c t i o n ,  
w h i  l e  t h e  r e c o m p e n s e  m a d e  t o  t h e  f a r m e r  a n d  m a n u f a c t u r e r  
a r e  t h e  g r o s s  r e c e i p t s  o f  t w o  d i f f e r e n t  o r d e r s  o f  
e n t r e p r e n e u r .  A n d  s o ,  w a g e s  b e c o m e  a n  u n d i f f e r e n t i a t e d  
c a t e g o r y  s u b m e r g e d  i n  t h e  t o t a l  o f  b u s i n e s s  e x p e n s e s .
T h e  t h i r d  r e a s o n  ( a n d  p r o b a b l y  t h e  m o s t  i m p o r t a n t )  f o r  
t h e  l a c k  o f  a  c l e a r  d i s t i n c t i o n  b e t w e e n  e n t r e p r e n e u r i a l  
a n d  w a g e  l a b o u r  i s  t h a t  t h e  t e c h n i q u e s  o f  a g r i c u l t u r e ,  
e s p e c i a l l y  a s  i t  w a s  a c t u a l l y  p r a c t i c e d  a t  t h e  t i m e  
i n  F r a n c e ,  d o  n o t  a l l o w  a  c o m p l e t e  s e p a r a t i o n  o f  t h e  
f a c t o r s  o f  p r o d u c t i o n *  F o r  i n s t a n c e ,  t h e  l a n d - o w n i n g  
p e a s a n t ,  o r  e v e n  t h e  f a r m e r - e n t r e p r e n e u r ,  m a y  r e p r e s e n t  
t o  v a r y i n g  d e g r e e s  t h e  p e r s o n  o f  t h e  w a g e - l a b o u r e r ,  
c a p i t a l i s t ,  l a n d o w n e r ,  a n d  e n t r e p r e n e u r .  M o r e o v e r ,  
m a n u f a c t u r e r s  w e r e  o r g a n i z e d  o n  a  n e w  c a p i t a l i s t i c  
b a s i s  t o  a n  e v e n  l e s s e r  e x t e n t ,  a n d  s o  i n  t h i s  a r e a ,  a s  
w e  I I , t h e r e  w a s  n o  p r e s s i n g  n e e d  t o  a c c o u n t  f o r  p r o f i t s  o n  
c a p i t a l  o r  t o  m a k e  a  c l e a r  d i s t i n c t i o n  b e t w e e n  p r o f i t s
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a n d  w a g e s .  C e r t a i n l y ,  Q u e s n a y  p e r c e i v e d  t h a t  t h e  n e w  
t e c h n i q u e s  o f  a g r i c u l t u r a l  p r o d u c t i o n  i m p l i e d  t h e  
a p p o r t i o n m e n t  o f  t h e  e c o n o m i c  f u n c t i o n s  a m o n g s t  
s p e c i a l i z e d  e c o n o m i c  c l a s s e s ,  b u t ,  a s  t h i n g s  s t o o d ,  
t h e  p e a s a n t s ,  t h e  n o b i l i t y ,  a n d  t h e  c i t y  b o u r g e o i s i e ,  
h a d  s t i l l  t o  b e  c a j o l e d  a n d  h a b i t u a t e d  t o  t h e  n e w  
e c o n o m i c  o r d e r .  I n  a n y  e v e n t ,  w h e n  t h e  p h y s i o c r a t s  
d i s c u s s e d  l a b o u r  t h e y  u s u a l l y  t h e o r i z e d  i n  s u c h  a  
g e n e r a l  s e n s e  t h a t  t h e i r  i d e a s  c o u l d  b e  a p p l i e d  e q u a l  I y  
w e l l  t o  t h e  a r t i s a n ,  t h e  p e a s a n t ,  o r  e v e n  t h e  p r o l e t a r i a n  
o r  e n t r e p r e n e u r .
M o s t  m i o d e r n  t h e o r i e s  o f  l a b o u r  ( d e v o n s ,  M a r s h a l l ,
H i c k s ,  e t c . )  a r e  s o m e  e l a b o r a t i o n  o f  a  m a r g i n a l
3
p r o d u c t i v i t y  t h e o r y .  M a r g i n a l i s m  d o e s  n o t  e n t e r  i n t o
t h e  p h y s i o c r a t s '  e x p l a n a t i o n  o f  t h e  d i s t r i b u t i o n  o f  w a g e s ,
T u r g o t  b e i n g  t h e  o n l y  m e m b e r  o f  t h e  s c h o o l  t o  a p p l y  t h i s
m o d e  o f  t h i n k i n g  e v e n  t o  c a p i t a l .  I n s o m u c h  a s  t h e y  h a d
a  d i s t i n c t  t h e o r y  o f  w a g e s ,  i t  c a n  b e  d i v i d e d  i n t o  s i m p l e
e l e m e n t s  o f  s u p p l y  a n d  d e m a n d .  H o w e v e r ,  a s  P r o f e s s o r
S c h u m p e t e r  h a s  q u i t e  r i g h t l y  p o i n t e d  o u t ,  t h e  s u p p l y  a n d
d e m a n d  a p p a r a t u s  c a n  b y  i t s e l f  b e  u s e d  t o  e x p l a i n  m u c h  o f
4
t h e  d e t e r m i n a t i o n  o f  t h e  w a g e  r a t e *  T h e r e  a r e ,  r e a s o n e d
t h e  p h y s i o c r a t s ,  t w o  m a i n  f a c t o r s  a f f e c t i n g  t h e  s u p p l y  s i d e  -
3, In  essence, they assumed a f ix & i technology (xnd p erfec t coTnpetition 
and equilibrium , such th at the monetary vxxge o f  every type o f  labour 
equals the marginal physical product o f  the f in a l  increment o f  labour 
applied, m u ltip lied  by the equilibrium  p ric e  o f  the product.
4» Joseph Schumpeter, H istory o f  Economic Analysis, p . 942»
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p o p u l a t i o n  a n d  t h e  w i l l ! n q n e s s  t o  w o r k ;  t h e  l a t t e r  
b e i n g  c o n s i d e r e d  a  f u n c t i o n  o f  t h e  w a g e  r a t e .  W e  w i l l  
t a k e  u p  t h e  s u b j e c t  o f  w a g e s  f i r s t ,  b e c a u s e  i t  b e a r s  
s e v e r a l  a n a l o g i e s  t o  t h e  t h e o r y  o f  p r o f i t s  w e  h a v e  J u s t  
r e v  i e w e d .
T h e  p h y s i o c r a t s  g e n e r a l l y  h e l d ,  o r  a t  l e a s t  i t  
i s  i m p l i e d  i n  t h e i r  w o r k s ,  t h a t  t h e  q u a n t i t y  o f  c a p i t a l  
s u p p l i e d  w o u l d  i n c r e a s e  w i t h  h i g h e r  p r o f i t s  a n d  d e c r e a s e  
w i t h  l o w e r  p r o f i t s .  A n a l o g o u s l y ,  a l m o s t  w i t h o u t  e x c e p t i o n ,  
t h e y  m a i n t a i n e d  t h a t  t h e  s u p p l y  o f  t h e  o t h e r  f a c t o r s  o f  
p r o d u c t i o n ,  w i t h  t h e  n o t a b l e  e x c e p t i o n  o f  l a n d ,  w o u l d  
v a r y  d i r e c t l y  w i t h  t h e  r a t e  o f  p a y m e n t .  P r e s e n t l y ,  
w e  w i  I I  g i v e  s p e c i f i c  r e a s o n s  w h y  Q u e s n a y  t h o u g h t  t h i s  
w o u l d  b e  t r u e  f o r  l a b o u r .  F i r s t ,  i t  s h o u l d  b e  m a d e  
c l e a r  t h a t  t h i s  a s s u m p t i o n  a b o u t  t h e  f u n c t i o n a l  r e l a t i o n ­
s h i p  b e t w e e n  t h e  q u a n t i t y  o r  i n t e n s i t y  o f  l a b o u r  s u p p l i e d  
a n d  t h e  w a g e  r a t e  m u s t  s t a n d  o r  f a l l  o n  e m p i r i c a l  
o b s e r v a t i o n  o f  e a c h  p a r t i c u l a r  s o c i e t y .  S i r  W i l l i  a m  
P e t t y ,  a l o n g  w i t h  a  n u m b e r  o f  o t h e r  1 7 1 h  a n d  1 8 t h  c e n t u r y  
e c o n o m i c  w r i t e r s ,  d i s a g r e e d  w i t h  t h i s  o p i n i o n ,  b e i n g  a n  
a d v o c a t e  o f  t h e  e c o n o m y  o f  l o w  w a g e s .  H e  t h o u g h t  h i g h  
w a g e s  m e r e l y  e n c o u r a g e d  t h e  w o r k i n g  p o o r  i n  t h e  v i c e  o f  
i d l e n e s s  a n d  d r i n k .  T h i s  o p i n i o n  s h o u l d  n o t  b e  d i s m i s s e d  
a s  a  r a t i o n a l i z a t i o n  o f  t h e  e m p l o y e r s '  i n t e r e s t s .  P e t t y  
g i v e s  u s  t o  u n d e r s t a n d  t h a t  i t  w a s  b a s e d  o n  h i s  p e r s o n a l  
e x p e r i e n c e s  i n  I r e l a n d ,  A n d ,  w e  m u s t  a d m i t  t h a t  s u c h  
b e h a v i o u r ,  p r o d u c i n g  a  b a c k w a r d - b e n d i n g  s u p p l y  c u r v e  f o r  
l a b o u r ,  i s  n o t  u n k n o w n  i n  s o m e  p r e s e n t - d a y  s o c i e t i e s  t h a t
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h a v e  o t h e r  t h a n  a n  e c o n o m i c  o r i e n t a t i o n .  A s  f o r  Q u e s n a y ,  
h e  c a n n o t  l o g i c a l l y  s u p p o r t  t h e  e c o n o m y  o f  l o w  w a g e s ,  
b e c a u s e  t h i s  s i t u a t i o n  w o u l d  a r g u e  a g a i n s t  t h e  s i n g l e - t a x .  
O n l y  o n c e  d o e s  he  a b e t  t h e  n o t i o n  t h a t  l o w  w a g e s  a c t  a s  
a  s p u r  t o  g r e a t e r  p r o d u c t i v i t y .  F o r  t h e  s a k e  o f  c o n s i s t e n c y  
i t  i s  w e l l  t h a t  h e  u s u a l l y  s u p p o r t s  t h e  o p p o s i t e  p o i n t  
o f  v i e w  -  t h a t  a  r a i s e  i n  w a g e s  i n c r e a s e s  t h e  s u p p l y  a n d / o r  
p r o d u c t i v i t y  o f  l a b o u r .  O t h e r w i s e ,  d u r i n g  p e r i o d s  o f  
h i g h  w a g e s ,  w a g e  e a r n e r s  w o u l d  a c c r u e  a  s u r p l u s  t h a t  i s  
d i s p o s a b l e  i n  t h e  s e n s e  t h a t  i t  c a n  b e  t a x e d  w i t h o u t  
r e d u c i n g  t h e  s u p p l y  o f  l a b o u r  p o w e r  o f f e r e d  f o r  e c o n o m i c . ,  
u s e ;  i n  f a c t  t a x a t i o n  o f  l a b o u r  m i g h t  i n c r e a s e  b o t h  i t s  
s u p p l y  a n d  p r o d u c t i v i t y .
Y / e  a r e  n o t  a r g u i n g  t h a t  Q u e s n a y  w a s  c o n s c i o u s  
o f  a l l  t h e  s i t u a t i o n s  t h a t  m i g h t  i n v a l i d a t e  h i s  s i n g l e ­
t a x  t h e o r y ,  b u t  o n l y  t h a t  h e  s a i d  v e r y  l i t t l e  t h a t  i s  
i n c o n s i s t e n t  w i t h  o u r  u n d e r s t a n d i n g  o f  h i s  t h e o r y .
A s  w e  h a v e  n o t e d  b e f o r e ,  L * A b b ^  B a u d e a u  m a d e  a  
m o r e  e m p h a t i c  d i s t i n c t i o n  t h a n  m o s t  o f  h i s  c o l l e a g u e s  
b e t w e e n  t h e  e n t r e p r e n e u r  a n d  t h e  p r o  I e t a r i a n i z e d  w a g e -  
e a r n e r .  W e  m i g h t  q u o t e  h i m  t o  i l l u s t r a t e  t h e  p h y s i o c r a t s *  
o p i n i o n  c o n c e r n i n g  t h e  l a t t e r  c l a s s .  H e  a r g u e s  t h a t  w a g e s  
c a n n o t  b e  r e d u c e d  w i t h o u t  c a u s i n g  d e m o r a  I i z  i a  t  i  o  n  a n d  
d e p o p u l a t i o n .  H i s  a r g u m e n t  i s  s t a t e d  i n  s u c h  a  m a n n e r  
a s  t o  i m p l y  t h a t  t h e  m i n i m u m  s t a n d a r d  o f  l i v i n g ,  b e l o w  
w h i c h  t h e s e  u n t o w a r d  c o n s e q u e n c e s  w i l l  o c c u r ,  i s  i n  
r e a l i t y  a b o v e  t h a t  l e v e l  o f  s u b s i s t e n c e  s e t  b y  p h y s i c a l  
n e c e s s i t y .
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The workers o f ag ricu ltu re  and other productive enter­
p rises , exploited and vexed by a rb itra ry  charges, are 
e ith e r wore dearly paid , or wore discontented. More 
dearly , i f  i t  is  necessary that the c u ltiv a to r in  c h ie f  
^either the farmer or landlord^ repay them to the extent 
o f a l l  the exactions which they s u ffe r, and procure them 
a l i f e  that is  s t i l l  respectable (douce) and comfortable. 
Their wages should augment without cease i f  i t  is
necessary that th e ir  lo t  should not be rendered worse. --
In  th is  case the cu lture is  overcharged the vAiole o f  the 
tax  and a l l  the expenses which i t  costs to c o llec t i t ,  
and th is  charge, supported f i r s t  o f  a l l  by the c u ltiv a to r  
in  ch ie f, f a l ls  before long on the landlord him self, whose 
c lear and net revenue is  diminished a t the lease o f the 
farm; thus i t  is  that the imposition and continual 
increase o f taxes and the other charges on the ru ra l 
workers jnakes the rents o f  land dim inish, or stops the 
increase o f  th e ir  prices in the progression that should
fo llo w , an evident prejudice to the landlord . --  Otherwise,
one must suppose that th is  precious race becomes everyday 
more miserable, that his lo t  is  rendered more d i f f i c u l t , 
his  l i f e  Tnore wretched and wearisome; in th is  sense, 
i t  is  evident that they w il l  depopulate themselves, that 
they w il l  become discounraged, that they w i l l  lose th e ir  
emulation, industry, vigour, that they can no longer produce 
re c ru its  w ith wealth (recues de bons^ , w ith riches , able ^ 
farmers or d irectors in c h ie f o f  large scale enterprises.
5 , Apparently he got carried away by his advocacy fo r  a bon p r ix
fo r  grains: ^C^est d^a illeurs  un grand inconvenient que d^accoutumer
le  peuple a acheter le  ble à trop bas p r ix ;  i l  en devient moins 
labourieux, i l  se nourrit de pain a peu de f r a is  et devient paresseux
et arrogant; les  laboureurs trouvent d iffic ile m e n t des ouvriers  
et des domestiques; aussi s o n t- il  fo r t  mal serv is  dans les  années
abondâtes. I l  est important que le  p e t i t  peuple gagne dhvantage,
et q u *il so it presse par le  besoin de gagner. Dans le  s iec le  passe, 
ou le  ble se vendait beaucoup plus cher, e tre  plus labourieux et plus  
a son a ise .
D aire , Physiocrat es » p . 302.
Besides being inconsistent with the s in g le -ta x  theory, th is  
statement is  arrant nonsense. The workers are not going to make anyone
more prosperous by working a t a lower re a l wage except th e ir  employers.
Quesnay is  as insistent on complete harmony between the classes as some 
authors are on the contrary opinion.
6. D a ire , Physio crates, pp. 709, 710.
178
B a u d e a u  s t a t e s  t h a t  a n y  t a x  p a i d ,  b y  t h e  w o r k e r s ,  
m u s t  b e  c o m p e n s a t e d  f o r  b y  a n  e q u i v a l e n t  r a i s e  i n  w a g e s ,  
a n d ,  s i n c e  t h e  e n t r e p r e n e u r  c a n n o t  a s s u m e  t h i s  a d d e d  
e x p e n s e  w i t h o u t  d e s p o i l i n g  h i s  s t o c k  o f  p r o d u c t i v e l y  
e m p l o y e d  c a p i t a l ,  t h e  b u r d e n  f i n a l l y  f a l l s  o n  t h e  n e t  
r e n t *  T h e  l a b o u r e r  c a n n o t ,  o r  m o r e  a c c u r a t e l y  w i  I I n o t  
t o l e r a t e  a  l o w e r i n g  o f  h i s  s t a n d a r d  o f  l i v i n g ;  t h i s  
a d v e r s i t y  w o u l d  c a u s e  h i m  t o  b e c o m e  d i s s a t i s f i e d  ( m a l h e u r ) ;  
h e  w i l l  b e c o m e  l e s s  i n d u s t r i o u s ,  a n d  l o s e  h i s  c o m p u l s i o n  
f o r  e m u l a t i o n  ( p e r d e  I * é m u  l a t i c n ) ,  a n d  d e p o p u l a t i o n  w i l l  
e n s u e .  L  * A b b é  s u g g e s t s  t h a t  t h e  w o r k m a n  m u s t  h a v e  a  d e c e n t  
s t a n d a r d  o f  l i v i n g  ( u n  v i e  d o u c e  e t  c o m m o d e )  i n  o r d e r  t o  
k e e p  h i m  c o n t e n t  w i t h  h i s  l o t  a n d  e n c o u r a g e  h i m  t o  w o r k  
h a r d .  H e  i n d i c a t e s  t h a t  t h e  n o r m a l  w a g e  s t r u c t u r e  
s h o u l d  g i v e  t h e  f a r m  w o r k e r  t h e  o p p o r t u n i t y  t o  e l e v a t e  
h i m s e l f  i n t o  t h e  r a n k s  o f  t h e  d i  r e c t e u r s  e n  c h e f  o f  l a r g e  
s c a l e  e n t e r p r i s e s .  T h e  g i s t  o f  t h i s  p a s s a g e  i s  t h a t  
B a u d e a u  h a s  i s o l a t e d  c a u s e s  t h a t  w o u l d  m a k e  t h e  s u p p l y  
o f  l a b o u r  e l a s t i c ,  v a r y i n g  d i r e c t l y  w i t h  t h e  w a g e  r a t e .
H e  c o u c h e s  h i s  t h e o r y  i n  t e r m s  o f  p s y c h o l o g i c a l  m o t i v e  
a n d  b e h a v i o u r .  I n  t h e  p a r l a n c e  o f  t h e  h e d o n i s t i c  
c a l c u l a s ,  h e  s u g g e s t s  t h a t  t h e  d i s u t i l i t y  o f  l a b o u r  i s  
r e l a t i v e l y  h i g h .  T h e  p o i n t  i s ,  t h i s  d i s c u s s i o n  g i v e s  
p l a u s a b l e  r e a s o n  w h y  t h e  s u p p l y  o f  l a b o u r  w o u l d  h a v e  t h a t  
f u n c t i o n a l  r e l a t i o n s h i p  h e  h a d  i n  m i n d ,  a n d  t h e r e f o r e ,  
t a x e s  t h a t  f e l l  o n  w o r k e r s  w o u l d  i n  r e a l i t y  t e n d  t o  b e  
p a s s e d  o n  t o  a  f a c t o r  o f  p r o d u c t i o n  w h o s e  s u p p l y  i s
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i n e l a s t i c  t o  p r i c e ;  i n  t h e  p h y s i o c r a t s *  s c h e m e ,  l a n d .  
F u r t h e r ,  o n e  s h o u l d  u n d e r s t a n d  t h a t  i t  i s  n o t  l o g i c a l l y  
i n c o n s i s t e n t  w i t h  t h i s  t h e o r y  t o  a r g u e  t h a t  t h e  l a b o u r i n g  
c l a s s e s  m i g h t  r e s i s t  a  r e d u c t i o n  i n  w a g e s  e v e n  t o  t h e  
e x t e n t  o f  w i l f u l  d e p o p u l a t i o n ,  l o n g  b e f o r e  t h e y  a r e  
f i n a l l y  d e p r e s s e d  t o  t h e  p h y s i c a l l y - m i n i m u m  s t a n d a r d  
o f  I i  v i  n g .
L e a s t  w e  b e  m i s u n d e r s t o o d ,  i t .  s h o u l d  b e  r e i t e r a t e d  
t h a t  t h i s  s u b j e c t i v e  a n a l y s i s  i s  n o t  a  s u p e r f i c i a l  a s p e c t  
o f  t h i s  s y s t e m .  T h e  p h y s i o c r a t s *  b a s i c  a s s u m p t i o n s  r e s t  
u p o n  i t  a n d  t h e i r  c h a r a c t e r i s t i c  c o n c l u s i o n s  f l o w  o u t  o f  
i t .  T h e y  a r e  t h e  m o s t  a r t i c u l a t e  " p l e a s u r e  a n d  p a i n "  
t h e o r i s t s  u p  t o  t h e i r  t i m e  ( a n d  t h i s  i s  n o t  s l i g h t i n g  
G a l i a n i  o r  V e r r i ) .  I n  o r d e r  t o  s h o w  w h y  t h i s  i s  s o ,  
w e  w i  I I q u o t e  m o r e  e x t e n s i v e l y  a  p a s s a g e  t o  w h i c h  w e  h a v e  
a l r e a d y  h a d  o c c a s i o n  t o  r e f e r  i n  r e f e r e n c e  t o  c a p i t a l .  
S p e a k i n g  i n  t h e  p e r s o n  o f  h i s  p s e u d o n y m  M . N . / Q u e s n a y  
s a y s  i n  h i s  D i a l o q u e  s u r  I e s  T r a v a u x  d e s  A r t i s e n s  :
M»N, - I  wish to say s t i l l  rnore, my fr ie n d ;  
because not only do I  wish the Greatest possible 
diminution o f  expense, but, as w e ll, the greatest p o s s i b l e  
diminution o f  labour—pain ( t r a v a il  p e n ib le ) w ith the most 
sa tis fac tio n  (jouissance) possible. I t  seems to me that 
th is  desire is  general in  mankind; those who are able  
to obtain th is  advantage le g itim a te ly  p r o f i t  by i t  the 
most they can, and a t the same tirne they p r o f i t  without 
prejudice to the general good. The measure o f  expenses 
which pays the a rtis a n s , indispensably obliged to labour
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in  order to obtain th e ir  subsistence, is  always 
more lim ite d  than the needs which subject them to 
labour imperiously. The r ic h  are fo r  th e ir  
pleasures (jouissances) the dispensers o f  expenses 
with which they pay th e ir  workers; i t  w i l l  cause 
a great deal o f harm to the workers i f  they Cthe r ic h )  
labour in  order to save ( gagner) th is  expense, and they 
w il l  do the same to themselves by subjecting themselves 
to a labour—pain (un t r a v a il  p e n ib le ) which w i l l  be 
fo r  them a diminution o f  pleasure; because th at which 
is  irksome (p e n ib le ) is  a  p r iv a tio n  o f sa tis fy in g  
pleasure. And so, they would not obtain the greatest 
possible augmentation o f  pleasure by the greatest 
diminution o f  expense. I t  is  not less true however 
that in order to reu n ite  these two things one p ro f its  
from the comp et i t  ton o f  those who compete amongst 
themselves fo r  employment (s * entredisputent le  t r a v a i l ) :  
l e t  him p r o f i t  by th is , I  say, in  order to save as 
much expense as possib le, and to extend s a tis fa c tio n  as 
much as possib le. But also th is  saving has its  l im its ;  
a l l  labour is  inseparable from expense, and one does 
not give h im self over to i t  except to s a tis fy  needs; 
competition, i t  is  tru e , sets the p rice  o f  labour a t  
a minimum (au ra b a is ), but the gain that i t  is  
necessary to procure by labour, in order to s a tis fy  
his  needs, stops imperiously the disordered degradation 
o f the p rice  o f labour in c ited  by competition; and so, 
the maxim of  ^obtaining the greatest possible augmentation 
o f pleasure by the diminution o f expense, is  ru led  by 
sovereign and inexorable laws o f the physical order most 
advantageous to men united by society . Follow, then, 
in i ts  d e ta i l ,  the re la t io n  and ap p lica tio n  o f  the 
p rin c ip le s  o f  economic science, and then you w i l l  perceive  
no contradictions, 7
Q u e s n a y  l e a d s  o n e  t o  u n d e r s t a n d  t h a t  t h e  i r k s o m e n e s s  
o f  l a b o u r  a c c o u n t s  f o r  t h e  e c o n o m y  o f  h i g h  w a g e s .  I n  t h e  
a b o v e  p a s s a g e ,  h e  i m p l i e s ,  t h o u g h  h e  d o e s  n o t  s a y  s o  i n  s o  
m a n y  w o r d s ,  t h a t  t h e  q u a n t i t y  o r  i n t e n s i t y  o f  l a b o u r  i n c r e a s e s  
w i t h  a  h i g h e r  w a g e  r a t e ,  f o r  t h e  r e a s o n  t h a t  t h e  a v e r s i o n  
t o  I a  b o u r - p a  i n  m u s t  b e  o v e r c o m e  b y  t h e  p r o m i s e  o f  a  h i g h e r  
w a g e .  I n  a d d i t i o n ,  h e  I I n k #  t w o  o t h e r  t h e o r e m s  t o  t h i s
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t h e o r y .  F i r s t ,  t h a t  a  r i c h  p e r s o n  i s  n o t  g o i n g
t o  p e r f o r m  h i s  o w n  l a b o u r  s e r v i c e s ,  b e c a u s e  h e  
w i l l  n o t  b e  o b t a i n i n g  t h e  m a x i m u m  p l e a s u r e  a t  t h e  l e a s t  
e x p e n d i t u r e  o f  l a b o u r - p a l n .  A n d ,  s e c o n d l y ,  t h e
s a m e  r u l e s  o f  e c o n o m i c  b e h a v i o u r  i n d i c a t e  t h e  f o r c e s  
t h a t  f i x  t h e  m i n i m u m  b e l o w  w h i c h  w a g e s  c a n n o t  b e  
r e d u c e d  b y  c o m p e t i t i o n .  T h i s  s u b j e c t i v e  t h e o r y  o f
a r t i s a n  l a b o u r  c a n  b e  r e a d i l y  g e n e r a l i z e d  t o  c o v e r  a n y  
o t h e r  k i n d  o f  l a b o u r .  T h e  p r e v i o u s  q u o t a t i o n  f r o m  
B a u d e a u  s h o w s  t h a t  h e  h a d  s o m e  s u c h  n o t i o n  i n  m i n d  w h e n  
h e  c a m e  t o  e x a m i n e  t h e  c a s e  o f  t h e  f a r m  w o r k e r s .  I n  
t h e  p a s s a g e  a b o v e ,  Q u e s n a y  d e f i n e s  l a b o u r  c o s t s  i n  a  w a y  
e x a c t l y  a n a l o g o u s  t o  t h e  M a r s h a I  I i a n s ' R e a l  C o s t s .
N e e d l e s s  t o  s a y ,  t h i s  q u o t a t i o n  a d d s  w e i g h t  . t o  o u r  i n t e i —  
p r e t a t i o n  o f  t h e  p h y s i o c r a t s *  s t a t e m e n t s  t o  t h e  e f f e c t
g
t h a t  o n l y  l a n d  a f f o r d s  a  c o s t l e s s  i n c o m e .  I t  i s  i n t e r ­
e s t i n g  t o  n o t e  t h a t  Q u e s n a y  s u g g e s t s  t h a t  t h e  p u r e  l o g i c  
o f  e c o n o m i c  t h e o r y  i s  a  m a x i m u m  p r o b l e m .  H e  a c t u a l l y  
p r o p o u n d s  t h e  d o c t r i n e  t h a t  w a s  t o  b e c o m e  t h e  f i r s t  c a n o n  
o f  f a i t h  f o r  t h e  n e o - c l a s s i c a l  e c o n o m i s t ;  t h a t  u n d e r  
c o n d i t i o n s  o f  p u r e  c o m p e t i t i o n ,  i n d i v i d u a l  s e l f - s e e k i n g  w i l l  
m a x i m i z e  e a c h  p e r s o n ' s  p r o f i t  a n d  s a t i s f a c t i o n  o f  e c o n o m i c  
n e e d s ,  a n d  i n  t h e  e n d  h a v e  t h e  s a m e  f e l i c i t o u s  r e s u l t  f o r  
s o c i e t y  a s  a  w h o l e .  T h i s  p r o p o s i t i o n  w a s  t a k e n  u p  i n  
a  s o m e w h a t  m u t e d  f o r m  b y  A d a m  S m i t h  a n d  t h e r e b y  p l a c e d  i n  
t h e  m a i n  s t r e a m  o f  e c o n o m i c  t h o u g h t ,  w h i c h  i s  o f  s u f f i c i e n t  
i m p o r t a n c e  t o  m a k e  Q u e s n a y  o n e  o f  t h e  f o u n d i n g  f a t h e r s  o f  
u t i l i t a r i a n  e c o n o m i c  t h e o r y .  N e i t h e r  Q u e s n a y  n o r  S m i t h
a t t e m p t e d  a  p r o o f  f o r  t h i s  s a t i s f a c t i o n - m a x i m i z a t i o n  d o c t r i n e .
8, See Chapter 2, pp.
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P e r h a p s  S m i t h  s h o u l d  b e  p r a i s e d  
f o r  n o t  a t t e m p t i n g  t o  a s s e r t  t o o  m u c h ;  i n  m o s t  c a s e s  
h e  h a r d l y  w e n t  b e y o n d  t h e  h o m e l y  t r u t h  t h a t  w e  o w e  o u r  
b r e a d  t o  t h e  b a k e r ' s  s e l f - i n t e r e s t  a n d  n o t  h i s  b e n e o v I e n c e .
T h e  r e a d e r  i s  p r o b a b l y  a w a r e  t h a t  t h e  f o r e g o i n g  
i n t e r p r e t a t i c n  d i s a g r e e s  w i t h  t h e  u s u a l  c o m m e n t a r y  o n  
t h i s  s u b j e c t .  M o s t  a u t h o r s  b l a m e  t h e  p h y s i o c r a t s  f o r  
h a v i n g  a  " s u b s i s t e n c e "  t h e o r y  o f  l a b o u r *  E v e n  i f  t h i s  
w e r e  t r u e ,  t h i s  s o - c a l l e d  t h e o r y  i s  n o t h i n g  m o r e  t h a n  
t h e  s p e c i f i c  a s s u m p t i o n  t h a t  t h e r e  a r e  f o r c e s  w h i c h  t e n d  
t o  d r i v e  t h e  w a g e  r a t e  d o w n  t o  s o m e  mi  n  i m u m  l e v e l .  T h i s  
p r o p o s i t i o n  d o e s  n o t  i n  i t s e l f  c o n s t i t u t e  a  t h e o r y  o f  
w a g e s ,  b u t "  c a n  b e  m a d e  a  s p e c i f i c  c a s e  o f  a n y  b r o a d e r  
e x p l a n a t i o n ,  i n c l u d i n g  t h e  o n e  w e  h a v e  o u t l i n e d  a b o v e .
I n  a n y  e v e n t ,  a l l  t h e  p h y s i o c r a t s ,  i n c l u d i n g  T u r g o t ,  
e x p r e s s e d  t h e  o p i n i o n  t h a t  i t  w o u l d  b e  a d v a n t a g e o u s  f o r  
t h e  w o r k e r s  t o  r e c e i v e  a  h i g h  w a g e  b e c a u s e  t h i s  m o t i v a t e s  
t h e m  t o  w o r k  h a r d e r .  A d m i t t e d l y ,  Q u e s n a y  o f t e n  m a k e s  
s t a t e m e n t s  t o  t h e  e f f e c t  t h a t  t h e  r e c o m p e n s e  o f  t h e  
s a l a r i e d  c l a s s e s  ( c l a s s e  d e  s a l a r i e s )  a r e  r e d u c e d  t o  t h e  
l o w e s t  p o s s i b l e  l e v e l  b y  c o m p e t i t i o n .  T o  b e g i n  w i t h ,  
s u c h  s t a t e m e n t s  h a v e  l i t t l e  t o  d o  w i t h  l a b o u r  c o n s i d e r e d  
a s  a  s e p a r a t e  f a c t o r  o f  p r o d u c t i o n .  H e  m e a n s  b y  s a l a r i e d  
c l a s s e s  a l l  w h o  a r e  s t i p e n d a r y  i n  t h e  s e n s e  t h a t  t h e y  
a r e  p a i d  o u t  o f  t h e  p r o d u i t  n e t ;  i n  h i s  s c h e m e  t h i s
P .  e,g . See the re levant sections o f  Schumpeter *s H is t or u o f  
Economic Analysis, and, Gide and H is t , A, H istory o f  Economic D octrines, 
10, D a ire , Oeuvres des Turaot. p . 437,
83
inc lu des  merchants,  a r t i s a n s ,  and everyone e l s e  o u t s i d e  
a g r i c u l t u r e .  Thus, t h i s  recompense must in p a r t  inc lu de  
payments fo r  the use of  c a p i t a l ,  no m a t t e r  how p r i m i t i v e  
the s t a t e  of  economic development .  Even so, i t  might  be 
i n s t r u c t i v e  to quote one of  these passages ;
One would object only in  vain that the sa la ried  
persons (s a la r ie s ) can, by re s tr ic t in g  th e ir  consumption 
and deprving themselves o f  pleasures (jouissances), 
pay the taxes that one would demand o f  them, without 
them (fh e  ta x es j f a l l in g  on the f i r s t  d is tr ib u to r
o f  expense Ç l.e , the la n d lo rd s '!........  the sa laried
persons s u ffe r , by the e ffec t o f  the tax  which destroys 
the subsistence, a suppression (une e x tin c tio n ), an 
i r r i t a t in g  (fâcheux) entrenchment o f  pay, which reduces 
them to misery, and which necessarily  diminishes th e ir  
population. The p ric e  o f s a la r ie s , and consequently 
the pleasures (jouissances) that the sa la ried  persons 
can procure fo r  themselves, are fix e d  and reduced 
to the lowest possible ra te  by the extreme competition 
which occurs between them. I f  one wishes, in a nation , 
to compell them by tax  to reduce by a h a lf  th e ir  
pleasures, they w i l l  emigrate to other nations where 
th e ir  subsistence is  more assured and th e ir  industry  
more protected. Then the small number o f those who 
remain in  the country w i l l  f in d  themselves troubled  
less by coTnpetition......11,
11, D aire , Physiocrat es, p , 134,
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H e  s a y s  t h a t  s a l a r i e s  a r e  a l r e a d y  s o  l o w  t h a t  t o  
r e d u c e  t h e m  b y  a  h a l f  w o u l d  c a u s e  t h e i r  r e c i p i e n t s  t o  
d e p o p u l a t e  o r  e m i g r a t e .  B y  a  h a l f ?  O n e  i s  h a r d l y
s u r p r i s e d !  T h i s  l o o s e  l a n g u a g e  n o t w i t h s t a n d i n g ,  i t
i s  q u i t e  c e r t a i n  f r o m  h i s  u s e  o f  t h e  w o r d  " p l e a s u r e ”  t h a t  
t h e  m i n i m u m  s t a n d a r d  o f  l i v i n g ,  w h i c h  c a n n o t  b e  l o w e r e d  
w i t h o u t  c a u s i n g  t h e s e  h a r m f u l  r e s u l t s ,  i s  s o m e t h i n g  
a b o v e  t h a t  r e q u i r e d  b y  t h i s  c l a s s  f o r  i t s  b i o l o g i c a l  
n e e d s .  C e r t a i n l y ,  h i s  p s y c h o l o g i c a l  r u l e  o f  e c o n o m i c  
c o n d u c t  -  t h a t  m e n  t r y  t o  m i n i m i z e  I a b o u r - p a  i n ,  i . e .  
t h e  d i s u t i l i t y  o f  l a b o u r  -  p r o v i d e s  a  p o s i t i v e  f o r c e  
t h a t  w o u l d  t e n d  t o  k e e p  t h e  m i n i m u m  s t a n d a r d  a b o v e  
t h e  s u b s i s t e n c e  l e v e l .  I t  w o u l d  b e  e a s y  e n o u g h  t o
i n t e r p r e t  t h e  s t a t e m e n t  a b o v e  t h i s  l i g h t .  I n  a n y  e v e n t ,  
i n  v i e w  o f  t h i s  s u b j e c t i v e  a p p r o a c h  t o  I a b o u r - m o t  i v a  t  i o n ,  
Q u e s n a y  c o u l d  n o t  l o s e  s i g h t  o f  t h e  f a c t  t h a t  t h e s e  
p s y c h o l o g i c a l  f u n c t i o n s  m i g h t  v a r y  f r o m  o n e  c o u n t r y  t o  
a n o t h e r  a n d  e v e n  c h a n g e  w i t h i n  a  g i v e n  c o u n t r y .  F o r
t h i s  r e a s o n ,  h e  c o u l d  n o t  d o u b t  t h a t  t h e  u s u a l  m i n i m u m -  
s t a n d a r d  o f  l i v i n g  w a s  i n  r e a l i t y  a  c o n v e n t i o n a l  s t a n d a r d  
t o  w h i c h  a  c l a s s  b e c a m e  h a b i t u a t e d  o v e r  t i m e :
I t  is  the s ta te  o f  prosperity which invokes 
labour: because men enjoy the well-being i t  procures 
them, which aocustoms them to the comforts o f  
l i f e ,  to good food, to good cloth ing; and 
because they fe a r  misery, they ra ise  th e ir  
children in the same habits o f labour and w ell-being ; 
they double th e ir  pa ins  and t o i l  in order to 
establish in  th e ir  small estate whatever 
fa c u lt ie s  f a c i l i t a t e  and extend the p ro f its
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o f th e ir  labour; the hope o f  prospering sustains 
th e ir  pluch, and success s a tis f ie s  th e ir  fondness 
and s e lf-c o n c e it . There amongst the lower classes 
( le  bas peuple) are those who provide fo r  the 
S ta te  labourous and p ro fita b le  men.
Never does the s ta te  o f  p ro sp erity  make the 
lower classes la z y ; th is  s ta te  is  too precious to 
be taken away from th e m .......12
S o  m u c h  f o r  t h e  n o t i o n  t h a t  t h e  p h y s i o c r a t s  h a d  a  
s u b s i s t e n c e  t h e o r y  o f  w a g e s .  T h i s  i s  p r o b a b l y  t h e  a p p r o ­
p r i a t e  p l a c e  t o  m a k e  a  s h o r t  d i g r e s s i o n  o n  a  s u b j e c t  t h a t  
h a s  b e e n  f o r e v e r  b o b b i n g  t o  t h e  s u r f a c e  o f  o u r  n a r r a t i v e  -  
t h e i r  t h e o r y  o f  p o p u l a t i o n .
I n q u i r y  i n t o  t h e  s u b j e c t  o f  p o p u l a t i o n  -  i . e .  
c o n c e r n i n g  t h e  f a c t o r s  t h a t  a t t e n d  t h e  i n c r e a s e  o r  
d e c r e a s e  i n  t h e  n u m b e r  o f  a  c o u n t r y ' s  i n h a b i t a n t s  a n d  t h e  
c o n c o m m i  t a n t  e f f e c t s  o n  t h e  p r o d u c t i o n  a n d  d i s t r i b u t i o n  
o f  w e a l t h  -  h a d  a l r e a d y  p r o d u c e d  a  f a i r l y  a r t i c u l a t e  b o d y  
o f  t h e o r y  b y  Q u e s n a y ' s  t i m e .  M a n y  w r i t e r s  o n  e c o n o m i c  
a n d  s o c i a l  t o p i c s ,  f r o m  B o t e r o  a t  t h e  e n d  o f  t h e  1 6 t h  
c e n t u r y  t o  P e t t y  a n d  C a n t  i I I o n ,  e x p o u n d e d  o n  t h e  i d e a  t h a t  
h u m a n  f e c u n d i t y  t e n d s  t o  f o r c e  p o p u l a t i o n  g r o w t h  t o w a r d s  
t h e  l i m i t  i m p o s e d  b y  t h e  w a n t  o f  f o o d #  R i c h a r d  C a n t i  I I o n
12, Francois Quesnay, ^Homim^”, Francois Quesnay & La P hys iocratie , 
( in s t i tu t  National D^Etudes Démographiques), Vol, I I ,  p , 541,
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e x p r e s s e d  t h e  i d e a  w i t h  t h e  p i c t u r e s q u e  s t a t e m e n t  t h a t
" M e n  m u l t i p l y  l i k e  m i c e  i n  a  b a r n  i f  t h e y  h a v e  u n l i m i t e d
m e a n s  o f  s u b s i s t e n c e " .  M o r e o v e r ,  h e  s t a n d s  f a v o u r a b l e
c o m p a r i s o n  w i t h  M a  I t h u s ,  f o r  h e  h a d  t h e  g o o d  s e n s e  n o t
t o  c o n c l u d e  t h a t  p o p u l a t i o n  i n c r e a s e  i s  n e c e s s a r i l y
a s s o c i a t e d  w i t h  a c t u a l  o r  p o t e n t i a l  m i s e r y .  A m o n g
o t h e r  r e a s o n s ,  h e  o b s e r v e d  t h a t  t h e  m i n i m u m  s t a n d a r d
o f  l i v i n g  m a y  b e  s e t  b y  c o n v e n t i o n  r a t h e r  t h a n  b y
r i g o r o u s  n e c e s s i t y ;  i n  s o m e  c o u n t r i e s  e v e n  t h e  p e a s a n t s
w e r e  n o t  c o n t e n t  " t o  l i v e  t h e  m o s t  p o o r l y  a n d  c o n s u m e
I 3
t h e  l e a s t  p r o d u c e  o f  t h e  s o i l " .  M o s t  o f  t h e  p h y s i o c r a t s *
i m m e d i a t e  p r e d e c e s s o r s ,  e s p e c i a l l y  t h e E n g l i s h  m e r c a n t i l i s t s ,  
f o u n d  p o s i t i v e  r e a s o n  f o r  o p t i m i s m .  T h e  g r e a t e s t  b u l k  
o f  m e r c a n t i l i s t  l i t e r a t u r e  w a s  d e v o t e d  t o  t h e  p o s s i b i l i t i e s  
f o r  i n t r o d u c i n g  n e w  i n d u s t r i e s  e n d  i m p r o v i n g  t e c h n o l o g y  
g e n e r a l l y .  T h e  m a j o r i t y  o f  t h e  p r e - p h y s i o c r a t s ,  b o t h  
E n g l i s h  a n d  c o n t i n e n t a l ,  w e r e  p o p u l a t i o n i s t s :  i . e .
f o r  o n e  r e a s o n  o r  a n o t h e r  t h e y  f a v o u r e d  a  r a p i d  i n c r e a s e  
i n  t h e  n u m b e r s  o f  m a n k i n d .  P o p u l a r  o p i n i o n  s u p p o r t e d  
t h e  n o t i o n  t h a t  t h e  i n c r e a s e  i n  t h e  n u m b e r  o f  b o d i e s  
a n d  s o u l s  i s ,  i n  i t s e l f ,  a  j u s t i f i a b l e  o b j e c t  o f  e c o n o m i c  
p o l i c y ,  e i t h e r  a s  a  b a s i s  f o r  m i l i t a r y  p o w e r  o r  f o r  r e l i g i o u s  
r e a s o n s .  B u t  a s  w e l l  t h e y  h a d  p u r e l y  e c o n o m i c  m o t i v e s  f o r  
f o r  s u c h  a  p o l i c y .  T h e  s t o c k  i n  t r a d e  o f  t h e  p o p u l a t i o n i s t s  
w a s  t h e  d i c t u m  -  " P o p u l a t i o n  i s  t h e  s o u r c e  o f  w e a l t h " .
T h e y  s e e m e d  t o  c o n s i d e r  l a b o u r  p o w e r  t h e  p r i m a r y  f a c t o r  
t o  b e  i n c r e a s e d  i n  o r d e r  t o  p r o d u c e  g r e a t e r  w e a l t h ;  t h e
13, Richard C an tillo n , Essai, sur la  Nature, du Cormerce, Henry Higgs 
ed, p , 83,
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i n c r e a s e  o f  l a b o u r  p o w e r  b e i n g  i n  t h e  m a i n  l i m i t e d  b y  
t h e  p r o d u c t i o n  o f  s u b s i s t e n c e  g o o d s ,  e s p e c i a l l y  f o o d . ^ ^
S o m e  o f  t h e  p o p u l a t i o n i s t s  h a d  t h e  p r e m o n i t i o n ,  s o  c o m m o n  
t o  A m e r i c a n  c h a m b e r s  o f  c o m m e r c e ,  t h a t  p o p u l a t i o n  g r o w t h  
w o u l d  i n c r e a s e  p e r  c a p  i  t a  I i n c o m e .  F o r  m o s t  a u t h o r s  t h i s  
i d e a  w a s  b a s e d  o n  h i s t o r i c a l  o b s e r v a t i o n  r a t h e r  t h a n  
a b s t r a c t  a r g u m e n t ;  t h o u g h  P e t t y ,  a m o n g s t  o t h e r s ,  
o c c a s i o n a l l y  e x p r e s s e d  t h e  i d e a  ( w h i c h  w a s  c e r t a i n l y  
c o r r e c t  f o r  i t s  t i m e )  t h a t  p o p u l a t i o n  g r o w t h  w o u l d  a f f o r d  
e x t e r n a l  e c o n o m i e s  t o  t r a n s p o r t ,  m a r k e t i n g ,  e d u c a t i o n  e t c .
T h e  p h y s i o c r a t s  w e r e  p r o b a b l y  i n f l u e n c e d  m o s t  o n  t h e  
s u b j e c t  o f  p o p u l a t i o n  b y  C a n t i I  I o n ,  t h o u g h  t h e y  w e r e  
a c q u a i n t e d  w i t h  m o s t  o f  t h e  F r e n c h  a n d  E n g l i s h  w r i t e r s  
w h o  h a v e  a n y  t h e o r e t i c a l  p r e t e n t i o n s  o n  t h e  m a t t e r .  W e  
h a v e  a l r e a d y  m e n t i o n e d  t h a t  M i r a b e a u  s o m e h o w  a c q u i r e d  t h e  
m a n u s c r i p t  o f  C a n t i  I I o n ' s  E s s a i  a n d  i n c o r p o r a t e d  s o m e  o f  
i t s  i d e a s  i n t o  h i s  o w n  L ' A m i  d e s  H o m m e s .  M i r a b e a u  g a v e  t h e  
I r i s h  b a n k e r ' s  t e a c h i n g s  a  p o p u l a t i o n i s t  s l a n i - .  H e  a r g u e d  
t h a t  p o p u l a t i o n  w a s  a  d e s i r a b l e  a i m  i n  i t s e l f  -  a p p a r e n t l y ,  
f o r  t h e  u s u a l  r e l i g i o u s  a n d  m i l i t a r y  r e a s o n s .  H e  p r o p a ­
g a n d i z e d  a g a i n s t  t h e  e x c e s s i v e  u s e  o f  h o r s e s  m d  e q u i p a g e s ,  
a  s i n  h e  c o m p a r e d  t o  i n c e n d i a r i s m  a n d  p a r r  i c i  i e ,  b e c a u s e  
i t  w a s t e s  f o o d  t h a t  m i g h t  s u s t a i n  a  n u m b e r  o f  s o u l s .  H e  
t h o u g h t  a  p o p u l a t i o n i s t  p o l i c y  w o u l d  s o m e h o w  a v o u r  t h «
p r o s p e r i t y  o f  t h e  m a s s e s ,  b u t  h e  g i v e s  o n l y  t k e  v o g u e s '
15
r e a s o n s  f o r  t h i s  o p i n i o n .  Q u e s n a y  d i s a g r e e d  w i t h
M i r a b e a u ' s  t h e s i s  t h a t  p o p u l a t i o n  g r o w t h  i s  t i e  p r i m a r y
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c a u s e  o f  p r o s p e r i t y ,  t h o u g h  h e  h i m s e l f  w a s  a  p o p u l a t i o n i s t  
o f  s o r t s .  Q u e s n a y  s u p p o r t e d  B o i s g u i  I I e b e r t * s  c o n t e n t i o n  
t h a t  t h e  p o p u l a t i o n  o f  F r a n c e  h a d  d e c l i n e d  s i n c e  t h e  r e i g n  
o f  t h e  S u n  K i n g ,  a n d  h e  w a n t e d  t h e  l o s s  m a d e  u p ,  i f  o n l y  
f o r  r e a s o n s  o f  n a t i o n a l  p o w e r .  A s  i n  E n g l a n d ,  i n  t h e  
a b s e n c e  o f  s t a t i s t i c a l  f a c t ,  t h e r e  w a s  a  c o n t r o v e r s y  g o i n g  
o n  a s  t o  w h e t h e r  p o p u l a t i o n  h a d  i n c r e a s e d  o r  d e c r e a s e d  
d u r i n g  t h e  l a s t  h u n d r e d  y e a r s .  W h a t e v e r  t h e  f a c t s ,  t h e  
i m p o r t a n t  c o n s i d e r a t i o n  f o r  o u r  s t u d y  i s  t h e  c a u s e s  
t o  w h i c h  Q u e s n a y  a t t r i b u t e d  t h i s  s u p p o s e d  d e c l i n e  i n  h e a d s .  
L i k e  h i s  i n s t r u c t o r  B o  i  s g u  i I  l e  b e r  t ,  h e  p u t s  m o s t  o f  t h e  
b l a m e  o n  a  l o n g  p e r i o d  o f  a g r i c u l t u r a l  d e p r e s s i o n ,  w h i c h  
h e  t h e o r i z e d  h a d  b e e n  c a u s e d  b y  a  c o n t r a c t i o n  i n  e f f e c t i v e  
d e m a n d  e n d  t h e  l a c k  o f  p r o d u c t i v e  i n c e n t i v e  -  t h e  p e r n i c i o u s  
e f f e c t s  o f  e x c e s s i v e  a n d  b a d l y  a d m i n i s t e r e d  t a x a t i o n *
I n  e f f e c t ,  Q u e s n a y  r e v e r s e d  M i r a b e a u ' s  c h a i n  o f  c a u s a t i o n ;
14, Mirabeau says: ^La n o u rritu re , le s  commodities and le s  douceurs
de la  v ie  sont la  richesse. La te rre  la  p rod u it, and le  t ra v a il  de 
1 ‘homme donne la  forme. La fonds & la  forme sont l a  te rre  ét 1^homme
 La population & 1*a g ric u ltu re  sont donc intimement & nécessaire^
ment l i e e s  l a  subsistance est l a  measure de la  population ......
Augment des subsistances accorissement de population'*, Mirabeau,
l 'Ami des Hommes (La haye, 1763), Vol, I ,  pp, 25, 15, 49,
15, Mirabeau has a remarkable Programme:
"Je vais creer une in f in ite  d'hommes; que d'embrarras pour le s  
gouverner ! Je vais le s  rendre laborieux & riches; comhien de gens 
m'ont d i t  sagement q u 'i l  ne f a l l a i t  pas que le  peuple connut une 
aisance gui le  rendait insolent ! Je vais diminuer le  nombre des 
chevaux & des equipages, & m ettre le u r augmentât en fin , ou i, démontrer 
que le  luxe es t, proportion gardee l'abtmje d'un grand é ta t p lu tô t  
encore que d'un p e t i t , "
Mirabeau, L'Ami des Hommes, Vol, I ,  p , 8,
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h e  a c c u s e d  h i s  c o n v e r t  o f  h a v i n g  h a r n e s s e d  t h e  p l o u g h  
b e f o r e  t h e  o x e n .  M i r a b e a u  r e c a n t e d  h i s  p o p u l a t i o n i s t  
n o t i o n s  i n  t h e  s i x t h  v o l u m e  o f  I ' A m i  d e s  H o m m e s  a n d  
a n n o u n c e d  h i s  c o n v e r s i o n  t o  t h e  p h y s i o c r a t i e  d o c t r i n e  
t h a t  i t  i s  " l e s  r e v e n u s  q u i  s o n t  l a  s o u r c e  d e  l a  
p o p u  I a t i o n . " ^ ^  R e g r e t t a b l y ,  t h i s  s p I e n d e d  i n s i g h t  i s  
m a r r e d  b y  t h e  u n l i k e l y  d o c t r i n e  t h a t  t h e  p r o d u i t  n e t  
i s  a  u n i q u e  i n c o m e ,  w h i c h ,  a l o n e ,  s u p p o r t s  t h e  d i f f e r e n t  
c l a s s e s  i n  a l l  s e c t o r s  o f  t h e  e c o n o m y  o t h e r  t h a n  a g r i ­
c u l t u r e .  B u t ,  t o  h i s  c r e d i t ,  Q u e s n a y  l i n k s  t h e  
p r o d u c t i o n  o f  " s u b s i s t e n c e "  g o o d s  t o  t h o s e  p u r e l y  
e c o n o m i c  v a g a r i e s  t h a t  c a u s e  t h e  t r a d e  c y c l e  a n d  i n f l u e n c e  
t h e  r a t e  o f  e c o n o m i c  g r o w t h .
O f  c o u r s e ,  t h i s  i s  n o t  t o  s a y  t h a t  Q u e s n a y  d e n i e d  
t h a t  p o p u l a t i o n  c a n  b e  a  c o n t r i b u t i n g  f a c t o r  t o  e c o n o m i c  
g r o w t h  o r  d e v e l o p m e n t ,  e i t h e r  o f  w h i c h  m i g h t  a c t u a l l y  
o c c a s i o n  a n  i n c r e a s e  i n  p e r  c a p i  t a  i n c o m e .  H e  c e r t a i n l y  
r e a l i z e d  t h a t  a  g r o w i n g  p o p u l a t i o n  w o u l d  p r o v i d e  a  m a r k e t  
f o r  e x p a n d i n g  a g r i c u l t u r a l  p r o d u c t i o n  a n d  m i g h t  e n c o u r a g e  
t h e  d e v e l o p m e n t  o f  t h e  g r a n d e  c u  1 1  u r e .  A l l  t h e  m a j o r
p h y s i o c r a t i e  w o r k s  s t r e s s e d  t h e  o b v i o u s  r e l a t i o n s h i p  
b e t w e e n  t h e  n u m b e r  o f  m o u t h s  a n d  a g g r e g a t e  d e m a n d  f o r  
f a r m  c o m m o d i t i e s .  Q u ë s n a y ' s  a r t i c l e  H o m m e s ,  p a r t i c u l a r l y ,  
h a s  a l m o s t  a  p o p u l a t i o n i s t  c h a r a c t e r .  U s i n g  t h e  w o r d  
" m a n "  ( h o m m e s )  i n  a  q u a n t i t a t i v e  s e n s e  h e  s a y s  :
26, Ib id , ,  Vol, V I, p , 282,
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I t  is  a man h im self uho constitu tes  the 
power o f  S ta tes: i t  is  h is  needs which m u ltip lie s
wealth; the more nations increase the production  
o f which they have need, and the more they consume 
them, the r ic h e r they a re , Without use (jouissance) 
and consumption, productions would be useless goods. 
I t  is  consumption which renders them commerciable, 
and which maintains th e ir  p r ic e ; and i t  is  the 
decent p ric e  (bon p r ix )  and the quantity  o f  
productions which forms the Revenue or the annual 
riches o f  each nation. And so, man, in m ultip ly ing  
and consuming productions, is  h im self the p r im itiv e  
cause and co nstitu tive  o f Riches, 17,
H e r e  Q u e s n a y  s t a t e s  e x p l i c i t l y  t h e  r e l a t i o n s h i p
18
b e t w e e n  p o p u l a t i o n  a n d  a g g r e g a t e  d e m a n d .
A l t h o u g h  t h e  p h y s i o c r a t s  a p p r e c i a t e d  t h e  b u o y a n t  
e f f e c t s  o f  p o p u l a t i o n  g r o w t h ,  s e v e r a l  f u n c t i o n s  o f  t h e i r  
s y s t e m  g a v e  r e a s o n  w h y  i t  s h o u l d  n o t  b e  s o  e x c e s s i v e  a s  
t o  b e  i n c o m p a t i b l e  w i t h  h i g h  p e r  c a p  i t a  i n c o m e *
T h e i r  t h e o r y  t h a t  t h e  s u p p l y  ( a n d / o r  p r o d u c t i v i t y )  o f  
e n t r e p r e n e u r s h i p ,  c a p i t a l ,  a n d  l a b o u r ,  v a r i e s  d i r e c t l y  
w i t h  t h e i r  p a y m e n t s .
17, Quesnay, "Hommes", pp, 511, 512,
18, Here is  another passage o f  a s im ila r persuasion :
/Les te rre s , Je rê p ïte , ne sont des richesses que parce que leu rs  
productions sont nécessaires pour s a t is fa ire  aux besoins des hommes, 
et que ce sont ces besoins eux-Tijemes qui établissent le s  richesses; 
a in s i, plus i l  y a d'hommes dans un royaume dont le  t e r r i t o i r e  est 
fo r  étendu et f e r t i l e ,  plus y a des richesses. C 'est l a  cu ltu r^ , 
animée par le  besoin des hoTmves, qui en est la  source la  plus fécondé 
et le  p rin c ip a l soutien de la  population; e l le  fo u rn it  le s  m ati\res  
nécessaires a nos besoins, et procure des revenus au souverain et aux 
p ro p rié ta ire s , La population s 'a c c ro ît beaucoup plus par le s  
revenus et par le s  dépenses, que par la  propagation de l a  nation meme", 
D aire , Phi/s i ocrât es, pp, 299,300
191
g i v e s  s u f f i c i e n t  c a u s e  f o r  d e s i r i n g  h i g h  p e r s o n a l  i n c o m e .
F u r t h e r m o r e ,  o n e  o f  t h e  p e c u I i a r  i  t  i e s  o f  p h y s i o c r a c y  i s
t h a t  t h e  n e t  r e n t  i s  c o n s i d e r e d  t h e  o n l y  r e a l  i n c o m e  t h a t
c a n  g o  t o  t h e  m a i n t e n a n c e  o f  t h e  n o n - a g r i c u I t u r a I  c l a s s e s .
O n  t h e  b a s i s  o f  t h i s  m i s t a k e n  t h e o r y ,  t h e  p h y s i o c r a t s
a r g u e d  t h a t  t h e  p r o d u  i t  n e t  m u s t  i n c r e a s e  i f  I i v i n g
s t a n d a r d s  a r e  t o  r a i s e  i n  a n y  r e a l  s e n s e .  " O n e  s h o u l d
b e  l e s s  a t t e n t i v e  t o  t h e  a u g m e n t a t i o n  o f  p o p u l a t i o n
t h a n  t o  t h e  i n c r e a s e  o f  r e v e n u e s  ( i . e .  p r o d u i t  n e t ) , "
s a y s  Q u e s n a y  i n  o n e  o f  h i s  M a x i m e s ,  " b e c a u s e  ...................... t h e r e
w i l l  b e  m o r e  r e s o u r c e s  f o r  t h e  n e e d s  o f  t h e  S t a t e  w h e n  t h e
p e o p l e  a r e  m o r e  p r o s p e r o u s  a n d  a s  w e l l ,  m o r e  m e a n s  t o  m a k e
I o
a g r i c u l t u r e  p r o s p e r  ( i . e .  c a p i t a l ) " .  M o r e o v e r ,  t h e
i n c r e a s e  o f  p e r  c a p i t a  i n c o m e  w o u l d ,  a s s u m i n g  a s  Q u e s n a y  
d i d  i n  h i s  d e m a n d  s c h e d u l e s  a  h i g h  i n c o m e  e l a s t i c i t y  f o r  
a g r i c u l t u r a l  c o m m o d i t i e s ,  t e n d  t o  i n c r e a s e  r e n t s .
O u r  s t u d y  h a s  s h o w n  q u i t e  c o n c l u s i v e l y  t h a t  t h e  
p h y s i o c r a t s  w i s h e d  p r o s p e r i t y  f o r  a l l  c l a s s e s  a n d ,  
s p e c i f i c a l l y ,  b e l i e v e d  i n  t h e  e c o n o m y  o f  h i g h  w a g e s .
W h e n  t h e y  t a l k  a b o u t  s u b s i s t e n c e  t h e y  s e e m  t o  m e a n  t h a t  
m i n i  m u m  I a b o u r  p a y m e n t  t  h a t  w i l l  c a I  I f o r  t h  t h e  r e q u i s i t e  
s u p p l y  o f  l a b o u r  p o w e r .  W h a t  t h e n  i s  t h e  g r o u n d s  f o r  
t h a t  i n t e r p r e t a t i o n ,  g i v e n  b y  P r o f e s s o r  S c h u m p e t e r  a m o n g s t  
o t h e r s ,  w h i c h  b l a m e s  t h e  p h y s i o c r a t s  f o r  h a v i n g  a  
s u b s i s t e n c e  t h e o r y  o f  w a g e s  a n d  a  M a  I t h u s i a n - 1  i k e  t h e o r y  
o f  p o p u l a t i o n .  T h e  a n s w e r  s e e m s  t o  b e  t h a t  Q u e s n a y  m a d e
19, Ib id . ,  p . 101,
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a  f e w  s t a t e m e n t s  t h a t  o v e r - s t a t e d  h i s  p o s i t i o n .
S c h u m p e t e r  p o i n t s  o u t  t h a t  Q u e s n a y  e x p r e s s e s  t h e  o p i n i o n
t h a t  p o p u l a t i o n  a l w a y s  t e n d s  t o  g o  b e y o n d  t h e  l i m i t s
20
i m p o s e d  b y  t h e  q u a n t i t y  o f  s u b s i s t e n c e .  T h e
s t a t e m e n t  t o  w h i c h  h e  r e f e r s  w a s  m a d e  i n  t h e  w o r k
D e s p o t  i  s m e  d e  I a  C h  i  n e .  Q u e s n a y  s a y s :  " P o p u l a t i o n
a l w a y s  e x c e e d s  r i c h e s  i n  g o o d  a n d  i n  b a d  g o v e r n m e n t s /
b e c a u s e  p o p u l a t i o n  h a s  n o  l i m i t s  o t h e r  t h a n  s u b s i s t e n c e ,
a n d  i t  a l w a y s  t e n d s  t o  p a s s  b e y o n d  i t :  e v e r y w h e r e  t h e r e
2 1
a r e  m e n  i n  i n d i g e n c e . "  H o w e v e r ,  h e  i s  d i s c u s s i n g
t h e  s i t u a t i o n  p r e v a i l i n g  i n  C h i n a ,  a n d  i n  t h e  v e r y  s a m e  
s e c t i o n  h e  s h o w s  t h a t  t h i s  t e n d e n c y  n e e d  n o t  n e c e s s a r i l y  
b e  c o n s u m m a t e d .  H e  p r o p o s e s  t h a t  t h e  C h  i n e s e  r e  I i  e v e  
p o p u l a t i o n  p r e s s u r e  b y  e m i g r a t i o n  o r  d e f e r r e d  m a r r i a g e .  
Q u e s n a y  o v e r - s t a t e d  h i s  m e a n i n g .  H e  s i m p l y  i s  n o t  s o  
c o n s c i o u s  o f  v e r b a l  c o n t r a d i c t i o n  a s  m o d e r n  s t u d e n t s  o f
s e m a n t i c s  a n d  s y m b o l i c  l o g i c .  S t i l l ,  s u c h  f a u l t s
n o t w i t h s t a n d i n g ,  i t  s h o u l d  b e  a p p r e c i a t e d  t h a t  h i s  t h i n k i n g  
o n  p o p u l a t i o n  w a s  m o r e  m e a n i n g f u l  t h a n  t h a t  o f  M a  I t h u s ,  
i f  o n l y  b e c a u s e  h e  k e p t  a n  e y e  o n  t h e  e f f e c t  n u m b e r s
w o u l d  h a v e  o n  q u a  I i t y  -  t h a t  i s  t o  s a y ,  o n  t h e  h e a l t h
a n d  e c o n o m i c  v i t a l i t y  o f  a  p e o p l e .
20. Schumpeter, H isto ry  o f  Economic Analysis, p . 257.
21. Aguste Onchen, Oeuvres Economique et Philosophique de E, Quesnay 
(P a ris , 1888), p , 635).
CHAPTER 5 
THE TABLEAU ECONOMIQUE
T h e  t a b  I e a u  é c o n o m î  q u e  r e p r e s e n t s  a  m o s t  
p e n e t r a t i n g  I n q u i r y  i n t o  t h e  i n t e r d e p e n d e n c y  o f  t h e  
e c o n o m i c  p r o c e s s  -  t h a t  i s  t o  s a y  ( u s i n g  t h e  p h r a s e  
b r o a d l y ) ,  i n t o  t h e  c o n d i t i o n s  o f  g e n e r a l  e q u i l i b r i u m .
T h e  z i g - z a g  d i a g r a m  i t s e l f  i s  m o d e s t  i n  i t s  d e s i g n ,  a s  
i n d e e d  i t  h a d  t o  b e  b e c a u s e  o f  t h e  v e r y  l i m i t a t i o n s  o f  
t h e  d i a g r a m m a t i c  m e t h o d .  S t i l l ,  t h e  v e r b a l  d i s c u s s i o n ,  
w h i c h  e x p a n d s  o n  i t s  m e a n i n g ,  b r o a c h e s  t h e  i n t e r d e p e n d e n c y  
o f  t h e  e c o n o m i c  p r o c e s s  o n  a t  l e a s t  t h r e e  d i f f e r e n t  
l e v e l s  o f  a b s t r a c t i o n .  T o  b e g i n  w i t h ,  t h e  p h y s i o c r a t s *  
s u b j e c t i v e  t h e o r y  o f  c o n s u m e r  d e m a n d  s u g g e s t s  t h a t  
I o u i s s a n c e s  a r e  i m p u t e d  f r o m  c o n s u m e r  g o o d s  t o  p r o d u c e r  
g o o d s ;  t h e  d i c t a t e s  o f  t h e  c o n s u m e r s  g i v e  d i r e c t i o n  
t o  e c o n o m i c  a c t i v i t y  a n d  i n t e g r a t e  i t  i n t o  a  u n i f i e d  w h o l e .  
I t  w a s  i n  f o l l o w i n g  t h i s  l i n e  o f  r e a s o n  t h a t  M i r a b e a u  
a d v a n c e d  t h e  t h e o r y  ; " T h a t  t h e  m o r e  n e e d s  m u l t i p l y  
t h e m s e l v e s ,  t h e  m o r e  c a p i t a l  ( d é p e n s e s ) ,  r i c h e s ,  a n d  
p o p u l a t i o n  i n c r e a s e s . " ^  W e  h a v e  a l r e a d y  g i v e n  t h i s  i d e a  
( w h i c h  h a s  s o m e  p r i m i t i v e  s i m i l a r i t y  t o  t h e  A u s t r i a n s *  
t h e o r y  o f  i m p u t a t i o n )  a l l  t h e  a t t e n t i o n  i t  m e r i t s  -  o r  
a t  l e a s t  a l l  i t  m e r i t s  i n  t h i s  u n r e f i n e d  p r e s e n t a t i o n .
1. Mirabeau, Philosophie Rurale (Amsterdam, 1764) Vol, I , ,  p ,51 ,
2. See Chapter 2, pp, 101-105,
O n l y  t h e  r e a d e r  s h o u l d  k e e p  I n  m i n d  t h a t  t h e  p h y s i o c r a t s  
( p a r t i c u l a r l y  M i r a b e a u  i n  P h i l o s o p h i e  R u r a l e )  c o n s i d e r e d  
t h i s  o n e  o f  t h e  m o r e  i m p o r t a n t  t r u t h s  t o  b e  g a i n e d  f r o m  
t h e  t a b  I e a u .  A n d  s o ,  t h i s  c h a p t e r  s h a l l  i n  t h e  m a i n  b e  
c o n c e r n e d  w i t h  t w o  o t h e r ,  m o r e  e x p l i c i t  l e v e l s  o f  
a n a l y s i s ;  f i r s t ,  t h e  g e n e r a l  e q u i l i b r i u m  o f  i n c o m e s  
b e t w e e n  i n d u s t r i a l  s e c t o r s  ( t h e  i n p u t - o u t p u t  i d e a ,  f i r s t  
s u g g e s t e d  b y  B o  1 s g u Î I I e b e r t ) ;  a n d ,  s e c o n d l y ,  t h e  
r e p r o d u c t i o n  o f  c a p i t a l  w i t h i n  t h e  c o n t e x t  o f  t h e  p r o c e s s  
o f  c i r c u l a t i o n ,  a s  i t  w a s  d e p i c t e d  b y  t h e  t a b  I e  a u .
W e  w o u l d  h a v e  b e e n  o b l i g e d  t o  e x p l a i n  t h e  t a b  I e a u  
e c o n o m i  q u e ,  i f  f o r  n o  o t h e r  r e a s o n  t h a n  t h a t  t h e  p h y s i o c r a t s  
t h e m s e l v e s  a t t a c h e d  g r e a t  i m p o r t a n c e  t o  i t .  B u t ,  n o w ,  
i n  r e c e n t  y e a r s ,  t h i s  a n a l y t i c a l  d e v i c e  h a s  g a i n e d  a  g o o d  
d e a l  o f  a t t e n t i o n  b e c a u s e  i t  p r e s e n t s  s e v e r a l  i m p o r t a n t  
i n s i g h t s  t h a t  a r e  o n c e  a g a i n  g i v e n  a  w e i g h t y  a n a l y t i c a l  
i m p o r t  b y  t h e o r i s t s  -  t h e  m o s t  i m p o r t a n t  b e i n g  t h e  c o n c e p t  
o f  g e n e r a l  e q u i l i b r i u m  i n  i t s  s e v e r a l  a s p e c t s .  S t r a n g e l y  
e n o u g h ,  t h e  t a b l e a u  w a s  l a r g e l y  n e g l e c t e d  b y  t h e  p h y s i o c r a t s  
c o n t e m p o r a r i e s  a n d  i m m e d i a t e  s u c c e s s o r s .  A d a m  S m i t h  
q u o t e d ,  w i t h  a  c e r t a i n  s e n s e  o f  r i d i c u l e ,  M i r a b e a u * s  
h y p e r b o l e  t h a t  t h e  E c o n o m i c  T a b l e  c a n  b e  e n u m e r a t e d ,  a l o n g  
w i t h  t h e  i n v e n t i o n  o f  m o n e y  a n d  w r i t i n g ,  a s  o n e  o f  t h e  g r e a t  
d i s c o v e r i e s  o f  m a n k i n d .  T h e r e  a r e  s e v e r a l  r e a s o n s  f o r  t h i s  
d i s d a i n f u l  a t t i t u d e  a n d  n e g l e c t .  F i r s t  o f  a l l ,  t h e  t a b l e a u  
e c o n o m  i q u e  * s  p o r t r a y a l  o f  c i r c u l a t i o n  r e p r o d u c e d  a l l  t h e  
f r e a k i s h  p r e c o n c e p t i o n s  o f  t h e  u n i q u e  p r o d u c t i v i t y  d o c t r i n e .
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B u t  t h i s  m i g h t  h a v e  b e e n  p a s s e d  b y .  P r o b a b l y  t h e  m o r e  
i m p o r t a n t  r e a s o n  w a s  s i m p l y  t h a t  t h e  t a b l e a u  r e p r e s e n t s  
a n  e x t r e m e l y  r a r e f i e d  o r d e r  o f  t h o u g h t  t h a t  s i m p l y  c o u l d  
n o t  b e  u n d e r s t o o d  b y  e c o n o m i s t s  w i t h  a  l e s s  a b s t r a c t  t u r n  
o f  m i n d .  M u c h  o f  w h a t  Q u e s n a y  h a d  t o  s a y ,  p a r t i c u l a r l y  
o n  t h e  s u b j e c t  o f  c i r c u l a t i o n ,  m u s t  h a v e  i m p r e s s e d  h i s  
r e a d e r s  a s  a  t r i u m p h a n t  d i s c o v e r y  o f  t h e  o b v i o u s .  Y e t ,  
m o s t  s c i e n t i f i c  d i s c o v e r y  i s  j u s t  t h i s  o r d e r  o f  p l a i n -  
m i n d e d  a c h i e v e m e n t .  K a r l  M a r x  w a s  t h e  f i r s t  m a j o r  
e c o n o m i s t  t o  r e d i s c o v e r  t h e  g r e a t  m e r i t  o f  t h i s  t a b  I e a u -  
a n a l y s i s .  I n  m a n y  w a y s ,  h i s  e v a l u a t i o n  o f  t h e  t a b l e a u  
i s  s t i  I I  t h e  b e s t  t o  d a t e .  H e  s a y s  :
Q!uesnay*3 Ta,hleau Economique portrays in a few  
bold strokes how the yearly  output o f the national 
production, determined according to i t s  value, is  
d is trib u ted  in the process o f  c irc u la tio n  in such 
a way th a t, a l l  other conditions remaining imchonged, 
the simple reproduction o f  i t s e l f  con proceed,
that is  reproduction on the sane s c a le   I t  was
an attempt to present the whole productive process 
o f c a p ita l as a process o f reproduction, with c irc u la tio n  
inerely a form through which th is  reproduction took p lace; 
and the c irc u la tio n  o f  rnoney merely as a phase in  
the c irc u la tio n  o f  capita ls 5.
T h i s  s t a t e m e n t  p o i n t s  o u t  s e v e r a l  i m p o r t a n t  
c h a r a c t e r i s t i c s  o f  t h e  t a b  I e a u .  F i r s t ,  i t  i s  a  t y p i c a l  e x a m p l e  o f
5. Karl Marx, Theories o f  Surplus Value, TY^ s, Bonner and Burns, 
(London 1951), pp, 67, 71,
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w h a t  w e  h a v e  c h o s e n  t o  c a l l  R e a l  A n a l y s i s :  c o m m o d i t i e s
a c q u i r e  t h e i r  v a l u e  i n  t h e  p r o c e s s  o f  r e p r o d u c t i o n ;  
m o n e y  i s  a l l o w e d  t o  p l a y  n o  t r i c k s  o f  i t s  o w n .  ( F o r  
t h a t  r e a s o n  i t  w i l l  n o t  b e  n e c e s s a r y  t o  s t u d y  t h e  t a b  I e a u  * s  
c i r c u l a t i o n  o f  m o n e y  a s  s u c h ;  w i t h  e a c h  t r a n s a c t i o n ,
m o n e y  s i m p l y  g o e s  o n e  w a y  a s  c o m m o d i t i e s  g o  t h e  o t h e r ) .
A  s e c o n d  r e m a r k a b l e  t h i n g  a b o u t  t h i s  a n a l y t i c a l  d e v i c e  i s  
t h a t  i t  i s  t h e  f i r s t  c o n s c i o u s  a t t e m p t  ( b e f o r e  J . S .  M i l l  
a n d  M a r x  h i m s e l f )  t o  s h o w  t h e  e c o n o m i c  p r o c e s s  a s  i t  w o u l d  
o c c u r  i n  a  S t a t i o n a r y  S t a t e .  M a r x  h i m s e l f  c r e d i t s  Q u e s n a y  
w i t h  b e i n g  t h e  f i r s t  t o  l o o k  i n t o  t h e  f a c t s  o f  s i m p l e
4
r e p r o d u c t i o n  -  t h a t  i s  t o  s a y ,  t h e  c a s e  i n  w h i c h  r e p r o ­
d u c t i o n  i s  c a r r i e d  o n  o n  a n  u n c h a n g i n g  s c a l e .
T h i s  c o n c e p t  o f  s i m p l e  r e p r o d u c t i o n  w i t h i n  t h e  c o n t e x t  
o f  a  S t a t i o n a r y  S t a t e  w a s  c e r t a i n l y  o n e  o f  t h e  m o r e  u n i q u e  
a n d  i m p o r t a n t  p r e m i s e s  o f  t h e  t a b  I e a u .  T o  a  c e r t a i n
e x t e n t  Q u e s n a y  r e a l i z e d  t h a t  h e  w a s  u s i n g  a n  e x c e p t i o n a l  
m e t h o d o l o g y  a n d  w a s  c a r e f u l  e x p l i c i t l y  t o  s t a t e  h i s  a s s u m p t i o n s .  
H e  t e l l s  u s  i n  h i s  A n a l y s e  d u  T a b l e a u  E c o n o m i q u e  t h a t  h i s  
a n a l y s i s  a s s u m e s  p u r e  c o m p e t i t i o n  ( l i b r e  c o n c u r r e n c e )  ,  
s e c u r i t y  o f  p r o p e r t y ,  e t c . ;  h i s  p h r a s e  f o r  t h e  S t a t i o n a r y
S t a t e  w a s  " u n g r a n d  r o y a u m e    p o r t e  â  s o n  p l u s  h a u t
d e g r e e  d * a g r i c u l t u r e " . ^ ^  Q u e s n a y  w a s  n o t  s i m p l y  d e f i n i n g
a  f u t u r e  r e a l i t y  i n  w h i c h  t h e  g r a n d e  c u I t u r e  w o u l d  b e c o m e
Karl Marx, C a p ita l,
5. This phrase is most accurately translated ”pure competition”, because 
only a very r ig id  order o f competition could, as the physiocrats assumed, 
reduce the payments made to a l l  fac to rs  o f production to th e ir  supply prices,
6, D aire, Physiocrat es, pp, 5&~59,
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the universa l  mode of  prod uct ion ,  occas ioning a s a t u r a t i o n  
of  c a p i t a l .  He uses his  f o r m u la t i o n  of  the S t a t i o n a r y  S t a t e  
as a conceptual  co n s t r u c t io n  in order  to observe ever  
present  phenomena which can best be seen w i t h i n  the context  
of  an unchanging economic process or as a d e v i a t i o n  from 
an unchanging process.  In t h i s  way, he examined d i s -
p r o p o r t i o n a I i t y  c r i s e s  ( o f  the Bo isgui I  I e b e r t i a n  k ind)  
caused by d Î s e q u i I i b r a t i n g  s e c t o r i a l  d i s t r i b u t i o n  o f  income.
He was able  to employ t h i s  conceptual  model f o r  t h i s  purpose,  
because one main f e a t u r e  o f  t h i s  or any o ther  simple  
repro duc t io n  model is th a t  i t  de f i ne s  an e q u i l i b r i u m  of  
incomes such that  the aggregate  demand o f  a l l  sectors  
( i n  the schemes of  J .S .  M i l l  and Karl  Marx,  the aggregate  
demand of  social  c lass es)  is s u f f i c i e n t  to prov ide fo r  
co s t - co v e r i n g  product ion in each and every other  s e c to r .
Product ion always begins wi th  an advance o f  c a p i t a l  
and proceeds' through the r ep ro duc t io n  o f  c a p i t a l .  This  
takes place w i t h i n  each of  the tViree economic sectors  i n t o  
which Quesnay and Mirabeau d iv id ed  t h e i r  model of  the French 
economy ( d e s p i te  the seeming i m p o s s i b i l i t y  of  t h i s ,  were 
the phys iocra ts  r i g i d l y  to apply t h e i r  unique p r o d u c t i v i t y  
d o c t r i n e ) .  " The product ion  of  goods, "  w r i t e s  Mi rabeau,
" i s obta i ned by c a p i t a l  (dépenses) ,  and the c a p i t a l  shouId 
r e t u r n  w i th  ^  surpI us by r e p r o d u c t i o n . That is to say,
the t o t a l  annual r ep ro d u c t i o n ,  produced by a g r i c u l t u r e ,  
r e t u rn s  the substance ( l e  fond)  o f  the three  sor ts  o f  
c a p i t a l  (depenses);  th a t  o f  the revenue ( i . e .  invested
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by l a n d l o r d s ) ,  t h a t c f  c u l t i v a t i o n ,  end th a t  o f  i n d u s t r i e
.............  The c i r c u l a r  f low o f  c a p i t a l  (dépenses)  is what one
c a l l s  c i r c u l a t i o n . " ^  By now the r e a d e r  w i l l  have some 
idea as to how he can i n t e r p r e t  t h i s  b r i e f  s t a t e m e n t .  
However,  a few o f  our pre v ious  obs e rv a t i on s  on c a p i t a l  
might bear r e p e a t in g  be for e  we proceed wi th  our examina­
t i o n  of  the  t a b l e a u . As in the for ego ing  statement  the  
p h y s i o c r a t s  u s u a l l y  used the words dépense or avance 
( l e s s  o f t en  cap i t e l ) as gener ic  terms to mean any pro­
d u c t i v e  e x p e n d i t u r e ,  whether used to pay wages or  
ent r e p r e u n e u r i a  I labour or invested in c a p i t a l  ac cumula t ion;  
the same depense appeared from the  demand s i d e  o f  the  
economic equat ions  (when added to r e n t a l  income) as the
g
t o t a l  aggregate demand. This very broad concept did  
not pre c l ud e  a d i v i s i o n  of  c a p i t a l  i n t o  more r e s t r i c t i v e  
c a t e g o r i e s  for  the purpose of  ana lys ing  s p e c i f i c  problems.
We s h a l l  p r e s e n t l y  consider  an ins tance in which the  
p h y s i o c r a t s  d i s t i n g u i s h e d  manufactur ing from a g r i c u l t u r a l  
c a p i t a l  in order  to show tha t  ther e  could be such a 
t h i ng  as r e l a t i v e  o v e r -a c c u m u la t i on  o f  c a p i t a l  (un pr od uc t iv e  
investment )  in a s i n g l e  s e c to r .  We have a l r e a d y  
mentioned th a t  they separa ted farming c a p i t a l  into c lasses  
g e n e r a l l y  f i x e d  and c i r c u l a t i n g  c a p i t a l ,  though they c a l l e d
7. Mirabeau, Philosophie R urale, p , 175,
8 , This is  the Tneaning behind Mirabeau*s statement th a t: ”The miser 
th inks that c irc u la tio n  is  fo r  the purpose o f  favouring the hoarding 
o f  money, and fo r  the object o f  saving; th is  implies a contrad iction  
in  the economic process (marche); because a l l  saving on c a p ita l 
expenditure (depenses) is  a diminution o f  c irc u la t io n ”.
Philosophie Rurale, Vol, I ,  p , 175,
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them by d i f f e r e n t  names. This was not bar ren taxonomy;  
they wanted to make i t  c l e a r  t h a t  the new technology  
cel led f o r  a g r e a t e r  ponderence of  f i x e d  c a p i t a l .  What 
m a t t e r s ,  i t  should be a p p r e c i a t e d  ( i n  case t h e r e  are  
s t i l l  people l i k e  Bohm-Bawerk looking f o r  u l t i m a t e  
d e f i n i t i o n s )  t h a t  the p h y s i o c r a t s  a r e  above c r i t i c i s m  
in t h i s  pragmat ic use of  concepts.  I n t e r p r e t a t i o n  o f  
the t a b l e a u  r e q u i r e s  t h a t  one should not confuse the 
meaning and i n t e n t  of  these severa l  meanings g iven to 
the concept c a p i t a l .
Quesnay d i v i d e d  his  economic model i n t o  t h r e e  p a r t s ;  
a g r i c u l t u r e  ( th e  pr o d u c t iv e  s e c t o r ) ;  manufactur ing ( th e  
s t e r i l e  s e c t o r ) ;  end the l a n d l o r d s .  Annual p r od uc t i on  
of  new values was thought  to be l i m i t e d  t o  the t o t a l  
product  o f  that  labour and c a p i t a l  employed on t h e  land;  
only  a g r i c u l t u r e  and the o th er  pr im a ry  i n d u s t r i e s  were 
cons idered p r o d u c t i v e .  The annual re p ro d u c t i o n  of  income 
in the p ro d uc t i v e  sec tor  inc luded the  r e t u r n s  on c a p i t a l  
plus the  r e n t a l  surp lus  -  the p r o d u i t  ne t , the s o - c a l l e d  
"pure g i f t "  of  n a t u r e .  A g r i c u l t u r a l  p r od uc t i on  was 
considered the  g e n e t i c  cause upon which depends the  
f u n c t i o n i n g  o f  a l l  o ther  s e c t o r s .  O n l y ' t h e  immediate  
t r a n s a c t i o n s  which gave va lue  to pr imary  commodités were 
esteemed capab le  o f  producing a net  increment of  v a lu e .
This meant t h a t  the income of the s t e r i  le c l a s s  was 
l i m i t e d  to t h a t  r e c e i v e d  from i t s  s a l e s  to the fa rmers  
and the  la n d lo r d s ;  t h a t  is to say,  a l l  n o n - a g r i c u I  t u r a 1 
incomes must be pa id  out  o f  t h a t  income t h a t  has i t s
200
o r i g i n  in the a g r i c u l t u r a l  s e c to r .  For these reasons,  
n e i t h e r  the government se rv ic e s  supported by t a x a t i o n  on 
the produ i t net nor manufactured products were regarded  
as a net a d d i t i o n  to the economic product .  The
economic a c t i v i t y  o f  these sectors  was made po ss ib le  
by the p r o v i s i o n  of  pr imary commodity va lues ,  and so to  
reckon the payments made to these goods and s e rv i c e s  
"Real income" would be double account ing .  We have
a l r e a d y  pointed out the basic e r r o r  o f  t h i s  view of  
value c r e a t i o n  and c i r c u l a t i o n  -  b r i e f l y :  the
phys iocr a ts  were wrong in t h e i r  assumption t h a t  no values  
(exchange values)  a re  c rea ted  w i t h i n  the s t e r i l e  s e c to r ;  
each exchange of  goods and s erv ic es  w i t h i n  t h i s  sec tor  
causes a m u l t i p l i c a t i o n  of  income, j u s t  as does the f a rm e r s '  
sales to the s t e r i l e  c la ss .  S t i l l ,  d e s p i t e  t h i s  very
basic e r r o r ,  the tab Ieau economique r ep res en ts  a tremendous 
advance in a n a l y t i c a l  technique ,  cons ide r i ng  the s t a t e  of  
economic theory at  the t ime.
Vi/e w i l l  not at tempt  to r e c o n c i l e  the several  
d i f f e r e n t  r e n d i t i o n s  of  the tab Ieau -  f o r  reasons o f  
space. We w i l l  r e s t r i c t  our study to Quesnay*s two 
monologues Ana I y se du Tab Ieau Econom i que and FormuIe du 
TabIeau Econom1 que and the vers ions  o f  the ta b l e a u  
suppi ied in Phi losoph i e R u r a I e .
C i r c u l a t i o n  begins wi th  the farmers making r e n t a l  
payments t o t a l l i n g  2 ,0 0 0  ( b i l l i o n s )  l i v r e s  to the land lords  
(See Table I ,  p . 202,  M i r abe au 's  vers ion  of  the t a bIeau  
taken from Phi losoph i e Rura l e ) .  The farmers r e c e i v e  no
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goods or s e rv ic e s  in r e t u r n ;  t h i s  is mere ly  to ga in  
access to the  land* The land lords  spend h a l f  t h e i r  
income in the manufac tur ing  s e c to r  and h a l f  in the fa rming  
s e c t o r .  Both the s t e r i l e  and pr o d u c t i v e  c lasses  then  
proceed to spend h a l f  t h e i r  income in t h e i r  own sector  
and h a l f  w i th the o t h e r .  This leaves both c la s s es  
wi th 500 I i vres income. Again they spend h a l f  of  t h i s ,  
t h a t  is 250 l i v r e s , w i t h i n  t h e i r  own sector  and h a l f  wi th  
t h e i r  oppos i te  number. This process cont inues  w i t h i n  
the year  rep resented  by the tab Ieau u n t i l  the i n i t i a l  
r e c e i p t s  o f  500 I i v r e s , r e c e iv e d  by the farmers from the 
manufacturers  and v i ce v e rs a , a re  m u l t i p l i e d  in both sec tor s  
by a m u l t i p l i e r  t h a t  progre ss iona I  I y appraoches 2.
The only  c i r c u l a t i o n  completed on the f a c e  of  the 
tab Ieau is the 2 , 0 0 0  I i v r e  i n t r a - s e c t o r i a I  f lo w  of  r e n t a l  
income from the fa rmers ,  through the hands o f  the la nd l ord s  
and manufac turers ,  end back t o  the fa rm ers .  In his p r e c i s  
of  the tab Ieau (See t a b l e  2,  page 203), Mirabeau t e l  Is us 
t ha t  the manufac turers  use t h e i r  working c a p i t a l  (annual  
advances of  1,000 I Î v r e s ) to buy raw m a t e r i a l s  from the  
f a rm e r s .  This s t i  I I l eaves 2 , 0 0 0  I i v r e s  of  the f a rm er s '  
income unaccounted f o r ,  s ince re p ro d u c t i o n  on the same 
sca le  r e q u i r e s  t h a t  t h e  fa rmer  accrue 3 ,0 0 0  I i vres " f o r  
his  advances and the i n t e r e s t  on h is  p r i m i t i v e  advances"^*
P. In  other contexts, the physiocrats say that th is  1 ,000 l iv re s  
is  used, to buy a g ric u ltu ra l subsistence goods as w ell as raw m ateria ls , 
which would have to be the case i f  the s te r i le  class is  to ea t. But 
th is  is  a small consideration in  that i t  is  s t i l l  consistent w ith the 
preconceptions o f  theunique p ro d u c tiv ity  doctrine concerning the 
creation and c irc u la tio n  o f values.
202
T a b le  I .  THE TABLEAU ECONOMIQUE
PRODUCTIVE EXPENSES 
(DEPENSES)
R e l a t i v e  to  
A g r i c u l t u r e ,  e t c .
Annual Advances in 
or d e r  to produce a 
revenue o f  2000 I i v r e s  
a re  2000 I Î v r e s .
2000  I i v r e s  produces  
a s u r p l u s / "
Produc t ion s
EXPENSES OF REVENUE
The tax  i nc lu de d ,  is  
d i v i d e d  between the  
p r o d u c t i v e  Class and 




— 2000 I Î vres
STERILE EXPENSES
R e l a t i v e  to  
I n d u s t r y ,  e t c .
Annual Advances 
f o r  the Works o f  
S t e r I  Ie Expenses 






.A surplus  is produced 
A surpI  us is produced 




Manufac tures  






Ta b le  2 .  THE PRECIS GIVEN BY MIRABEAU.
The t o t a l  r e p r o d u c t io n  Is  equal to a l l  the suras 
t h a t  a re  spent w i t h  and accumulated by the pr o d u c t iv e  
c l a s s ,  nam ely : -
The advances o f  the p r o d u c t i v e  c l as s  — — — —  — 2000  
The p o r t i o n  o f  revenue which passes Immediately
to  the p r o d u c t i v e  c l a s s .  ----  — — —  —  — 1000
Total  payments o f  s t e r i l e  c l as s  to pr o d u c t i v e
c l a s s .  — — 1000
The advance o f  the s t e r i l e  c lass  employed to  
purchase raw m a t e r i a l s  from the p r o d u c t i v e
c l a s s .  —  —  —^  —  — — 1000
TOTAL -  -  " 5 0 0 0
And so, the t o t a l  r e p r o d u c t i o n  Is 5000,  o f  which  
the  c u l t i v a t o r  accrues f o r  h is  advances and the I n t e r e s t  
o f  h is  p r i m i t i v e  and annual advances — - “" 3 0 0 0
The remainder  f o r  the revenue —  ^  —  2000
TOTAL — — 5000
The t o t a l  q u a n t i t y  o f  Riches inc luded in 
the  Ta b I ea u:
The t o t a l  r e p r o d u c t i o n * — —  —  — —  —  "— — 5000
The specie ( I ' a r g e n t )  o f  the revenue — —  —  “" 2 0 0 0
The advances o f  the s t e r i l e  c l a s s ,  always
conserved by the Agents o f  t h i s  c l a s s .  — 1000
TO T AL ----------------8000
10, Mirabeau, Philosophie Rurale, Vol, 1 , p,P79,
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în a d d i t i o n  to the 2, 0 0 0  I I v re s  y e a r l y  r e n t .  The
remaining 2 , 0 0 0  I I v re s  may In p a r t  be accumulated In 
nature  by I n d i v i d u a l  farmers from t h e i r  own product ion  
of  seed, f o o d s t u f f s ,  e t c . ,  but ,  as w e l l ,  par t  of  t h i s  
must be monetary Income generated w i t h i n  the farming  
sector  I t s e l f ,  fo r  the farmers always spend h a l f  the
money they are paid by the manufac turers  w i t h i n  t h e i r
. 1 2  own s e c to r .
The reader  should not become confused because 
our e x p l a n a t i o n  of  the tab Ieau makes no d i s t i n c t i o n  
between Income In goods end Income In money. For a l l
p r a c t i c a l  purposes they can be considered one and the  
same t h i n g .  The ph ys ioc ra ts  always equated physical
p r o d u c t i v i t y  w i th  value p r o d u c t i v i t y  (exchange va lue )  -----
or at  l e a s t  they always do In t h e i r  tab Ieau- a n a l y s i s .
Money Is never a l lowed to play t r i c k s  o f  th a t  sor t  con­
jured by the m e r c a n t i l i s t s .  Wi th each t r a n s a c t i o n ,
commodities go one way and money goes the o ther  -----  except ,
o f  course,  f o r  the t r a n s a c t i o n s  I n v o lv i n g  r e n t a l  Income.
11, This phraseology suggests that Mirabeau took i t  fo r  granted that 
pure p ro f its  were being accrued by the farmers, though he dlowed them
to be submerged in the to ta l advances (possibly as a s im plifying  
assumption).
QpLesnay says in his f i r s t  ed ition  o f the tableau that he l e f t  these 
p ro f its  ( in té rê ts  des avances) out o f  h is  calcu lations in order to 
avoid numerical complications. E xplication  du Tableau Economique 
(Republished fo r  the B rit is h  Economic Ass,, ) ,  p . i i j ,
12, Quesnay says in the Explication that about h a lf  o f  th is  sum is  
used fo r  the nourishment o f  animals and about h a lf  to pay the wages o f  
men occupied a t production labour. E xp lication , p . i i j .
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The r ead er  might b e t t e r  understand t h i s  ex­
p o s i t i o n  I f  he w i l l  pause to compare the t a b l e a u  ( T a b l e  I ,  
pi2D2) w i th  the Formu I e du Tab I eau Econom i que ( T a b l e  3,  p . 2 0 6 ) ,  
the e x p o s i to r y  dev ice  Quesnay h i m s e l f  used to c l e a r  up the  
sequence o f  c i r c u l a t i o n .  I t  is to be observed t h a t  the
t a b l e a u  and the formuIe  seem to be based on i d e n t i c a l  f a c t s ,
13p o s t u l a t e s ,  and f i g u r e s .  Now t h a t  the r ead er  has
these two diagrams In mind, we w i l l  consider  c i r c u l a t i o n  
as I t  appears from the m anu fa c tu r in g  s e c to r .
The manufac turers  use up t w o - t h i r d s  o f  the 3 , 0 0 0  
I I v r e s  worth of  raw m a t e r i a l s  and subs is tence  goods which 
a re  sold to o th er  s e c to rs  by the fa rm er s ,  the c la ss es  
m ai n ta in e d  by the r e n t a l  Income consuming the remaining  
subs is tence  goods to the va lue  o f  1 , 000  I I v r e s . At  the  
beginn ing o f  the y e a r ,  the s t e r i l e  c l a s s  spends t h e i r  
working c a p i t a l ,  which by the end o f  each year  has been 
r e t u r n e d  to them In the form o f  monetary values by t h e i r  
sa le s  to the l a n d l o r d s ,  In order  to  buy 1 ,000 I I v r e s  o f  
raw m a t e r i a l s  from the p r o d u c t i v e  c l a s s .  N o t i c e ,  t h i s  
I s  the only I n t r a - s e c t o r l a l  t r a n s f e r  which Is not r e p r e ­
sented by a broken l i n e  on the t a b l e a u .  I t  Is Impor tant
t h a t  one should understand t h a t ,  because o f  t h i s ,  the
23. To my knowledge L r , Henri Woog wq  ^ the f i r s t  to show conclusively  
th at the tableau and the formule are an id e n tity , though Marx seemed to 
have taken th is  fo r  granted. See, Henry Woog, The Tableau Economique 
o f  Droncois Quesnay (Bern, 1950),
In  the main, I  have followed E arl Marx*s path'-breaking study o f  
the form ule, because he reduced i t  to the wonderfully simple p ic tu re  
o f c irc u la tio n  that i t  a c tu a lly  is .
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Ta b l e  3. FORMULE DU TABLEAU ECONOMIQUE.
14
Total  Reproduct ion:  5 b i l l i o n s
Annuel Advances The revenue f o r  Advances o f  
of  the the l a n d l o r d s ,  the
p ro d u c t i v e  c l a s s ,  the  Souvera in ,  s t e r i l e  c l a s s .
and the p a r i s h .
2 b i l l  ions \ 2 b i l l ! o n s
Sums which I b i l l i o n  
serve  to  
pay the  
revenue  
and the  
i n t e r e s t  
o f  the  
p r i m i t i v e  
advances
\
1 b i l l  ion






I b i l l i o n
1 b i l l i o n ' ^ '
2 b i l l i o n s
5 b i l l i  ons.
I b i l l i o n
Tote I 2 b i l l i  ons
o f  which a h a l f  
is r e t a i n e d  by 
t h i s  c lass  f o r  
the advances 
o f  the f o i l o w -  
ing y e a r .
l é ,  D a ire , Physiocrat es, p ,6 5 .
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f a b  Ieau economi que does not r e p r e s e n t  a complete process  
of  c i rcuI  a t  I o n ; the farming c l as s  puts i n t o  c i r c u l a t i o n  
every  year  3 , 0 0 0  I i v r e s  ( 2 , 0 0 0  in r e n t a l  income and 1 ,000  
owing to i t s  prog ress ion a I  purchase o f  manufactured goods)  
and only re c e i v e s  2 , 0 0 0  I i  vres in r e t u r n  ( 1 , 0 0 0  from the  
s a l e  o f  subs is tence goods to the la n d lo r d s  and 1 , 00 0  from 
the pro gress iona I  s a l e  o f  sub s is tence  goods to the manu­
f a c t u r e r s ) .  Whereas,  the s t e r i l e  c la ss  r e c e i v e s  an 
income o f  2 , 0 0 0  I i  vres ( 1 , 0 0 0  from the la nd lo rd s  and 1 ,000  
from the fa rm er s '  p r og re s s io na I  purchase o f  manufactured  
goods) ,  w h i l e  they spend on ly  1 , 000  I i v r e s  f o r  t h e i r  pro­
gress ions  I purchase o f  sub s is tence  goods from the fa rmers .  
Thus, the m an uf a c tu re r s '  purchase o f  raw m a t e r i a l s  to the  
va l ue  o f  1 ,000 I i  v r e s , as shown in the f o r m u le ,  is needed 
to r e t u r n  to the farmers the f u l l  3 , 0 0 0  I I v r e s  put in t o  
c i r c u l a t i o n  on the t a b l e a u . Once t h i s  t r a n s a c t i o n  is  
inc luded on the t a b l e a u  (and a f t e r  a l l  Mirabeau t o l d  us 
t h a t  i t  occurs behind the s c e n e ) , t h e  z i g - z a g  is reco n-
c i l e d  in every  respect  w i th  i t s  f o r m u I e  a I I i n t r o -
s e c t o r i a l  c i r c u l a t i o n s  on both being completed.
At the beginning o f  each y e a r ,  the s t e r i l e  c lass  
always has 1 ,000 I i  vres working c a p i t a l  on hand which i t  
uses to purchase raw m a t e r i a l s  from the fa rm er s .  During  
the course o f  the y e a r ,  i t  buys 1 ,000 I i  vres worth o f  
subsistence  goods from the f a r m e r s ,  which we might  assume 
are  rep resented  by the pr og re s s io na I  t r a n s a c t i o n s  o f  the
15, See Tables, p,S03,
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t a b l eau. These two i tems c o n s t i t u t e  t h e i r  t o t a l  annual  
e x p e n d i t u r e  o f  2 , 0 0 0  I I v r e s . At the beg inn ing o f  the  
y e a r ,  the s t e r i l e  c la ss  s e l l s  1, 0 0 0  I i  vres worth o f  manu­
f a c t u r e d  commodit ies to the lan d lo rd s  and as the year  
progresses  makes sa les  t o t a l l i n g  I , 0 0 0  I i v r e s  t o  the pro­
d u c t i v e  c l a s s .  Annual e x p e n d i t u r e  is equal to annual  
r e c e i p t s ,  and so by the end o f  the year  the s t e r i l e  c lass  
w i l l  have accumulated a monetary fund t o t a l l i n g  1 ,000  
I i  vres ( t h e  same amount w i th  which i t  began the y e a r ) ,  
and so t h i s  c lass w i l l  have the means wi th  which to con­
t i n u e  rep ro du c t io n  a t  the same sca le  dur ing  the f o l l o w i n g  
y e a r .
This p i c t u r e  o f  c i r c u l a t i o n  g r e a t l y  s i m p l i f i e s  
the  ac tual  course of  events ;  indeed,  t h i s  was necessary  
in order  to l i m i t  the z i g - z a g  l i n e s  to a manageable number.  
One should always i n t e r p r e t  a n a l y s i s  o f  t h i s  s o r t  gener­
o u s l y ,  because i t  is n e a r l y  impossib le  to enumerate a l l  
the s i m p l i f y i n g  assumptions t h a t  have to  be made. For 
i n s t a n c e ,  the manufacturers  r e c e i v e  no income t h a t  is 
s p e c i f i c a l l y  devoted to the maintenance o f  t h e i r  f i x e d  
c a p i t a l .  Perhaps t h i s  was because Quesnay found only  a 
n e g l i g i b l e  f i x e d  c a p i t a l  in the s t e r i l e  sphere in the stage  
o f  economic development he observed.  But ,  in any event ,  
i t  is easy enough to imagine t h a t  a p a r t  o f  the subs is tence  
goods and raw m a t e r i a l s  purchased by t h i s  c lass  would be 
u t i l i z e d  f o r  t h i s  task and the d e p r e c i a t i o n  on t h i s  f i x e d  
c a p i t a l  es tab l ishm ent  included w i t h i n  the value  o f  the
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f i n i s h e d  product .  S i m i l a r  a l lowances  can br in g  t h i s
p i c t u r e  o f  c i r c u l a t i o n  in l i n e  w i th  modern p r e c on c e pt io n s ,  
except  f o r  those few p e c u l i a r  biases in t roduced  by the  
unique p r o d u c t i v i t y  d o c t r i n e .  We w i l l  r e t u r n  to t h i s  
s u b je c t  l a t e r .
Now, we cannot pretend  t h a t  the  sequence o f  
c i r c u l a t i o n ,  as we have o u t l i n e d  i t  above,  is e x a c t l y  as 
i t  presented i t s e l f  in the minds o f  Quesnay and Mi rabeau .  
We have only t r i e d  to  r e c a p t u r e  t h e i r  broader  view o f  
t h i n g s .  The d e t a i l s  o f  c i r c u l a t i o n  d i f f e r  in t h e i r  own 
e x p l a n a t i o n s  o f  the t a b l e a u . Indeed,  t h e r e  is no reason  
why the sequence o f  c i r c u l a t i o n  should have been always  
e x p la in ed  in e x a c t l y  the same way, f o r  the r e p r o d u c t i o n  o f  
c a p i t a l  is a cont inuous process (a f a c t  rubbed in by the  
z i g - z a g  l i n e s  o f  the  t a b l e a u );  and so t h i s  process can
be broken down from any a r b i t r a r y  beg inn ing .  Anyway, no 
m a t t e r  how in c o n s i s t e n t  i t s  d e t a i l s ,  t h i s  a n a l y t i c a l  t ech­
nique conveys a very e s s e n t i a l  t r u t h  about c a p i t a l i s t i c  
pr odu ct ion :  i t  shows g r a p h i c a l l y  t h a t  the f a r m e r - e n t r e ­
preneur  and manufacturer  had to  be p ro v id e d ,  beforehand,  
at  each per iod  of  t ime ,  w i t h  the monetary means to buy a l l  
s o r t s  o f  producer goods t h a t ,  as w e l l ,  had been produced 
previous  to the product ion  under c o n s i d e r a t i o n .  This
r e q u i r e s  an accumulat ion or cont inuous f l o w  (acco rd ing  to  
how one choses to d e f i n e  sequences in t i m e )  o f  producer  
goods and monetary income in order  t h a t  the temporal  gap 
between pr od uct iv e  e f f o r t  and f i n a l  s a l e  o f  commodit ies
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might be br idged.  The very economic process is m ani fes t
in the reproduct ion  o f  c a p i t a l .  " The reproduct  i on o f
goods" , Mirabeau te l  Is us above, " is obta ined by cap i ta I , 
and the c a p i t a l  should r e t u r n  w i th  a surplus  by r e p r o d u c t i o n . "  
Here in  l i e s  the reason f o r  the product  i veness o f  c a p i t a l .
This view of  the sub jec t  gave Quesnay*s theory o f  c r i s e s ,  as 
we shal l  p r e s e nt ly  see, the grea t  m e r i t  of  p la c in g  the f i n a l  
locus of  disarrangement  w i t h i n  the process o f  c a p i t a l i s t i c  
product ion i t s e l f ,  where i t  r e a l l y  belongs;  t h a t  is to
say,  a l l  c r i s e s ,  whatsoever t h e i r  f i r s t  cause,  cu lminate  
in a r e t a r d a t i o n  o f  the f low o f  producer goods and monetary
c a p i t a l  and f i n a l l y  occasion a lesser  rep ro du c t io n  o f  cap­
i t a l  and accrual  of  p r o f i t s .
At f i r s t  g lance ,  the ta b l e a u  économique looks l i k e
nothing so much as the Keynesian money-f low diagrams t h a t  
have found t h e i r  way i n t o  e lementary t e x t s .  Though,
ac tua l  I y , monetary a n a l y s i s  per se îs n o n - e x i s t e n t  în phy s io -
c r a t i c  works, or -----  to be more exact    monetary a n a l y s i s
of  t h a t  p a r t i c u l a r  level  of  a b s t r a c t i o n  found in m e r c a n t i l i s t  
l i t e r a t u r e  is n o n - e x i s t e n t .  Money is not considered
an independent ca usat ive  f o r c e :  the tab Ieau assumes
a constant  pr ic e  level  which has been determined by the 
usual supply and demand mechanism a c t i n g  d i r e c t l y  on 
the process of  rep ro duc t io n;  and so such pure ly  mon­
e t a r y  phenomena as " for ced  savings" and the e f f e c t s  of  
monetary c a p i t a l  impinging on under-employed resources
16, See c ita tio n  5 above.
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have been w r i t t e n  o f f  from the s t a r t .  Moreover ,  when 
they come to examine the c i r c u l a t i o n  o f  sp ec ie ,  the  
p h y s i o c r a t s *  a n a l y s i s  is none too e x a c t i n g .  Quesnay 
and Mirabeau g e n e r a l l y  assumed, as d id the l a t t e r  in 
h i s  p r e c i s , t h a t  the whole i n t r a - s e c t o r i a  I c i r c u l a t i o n  
is f a c i l i t a t e d  by 2#000 I i v r e s  in s pec ie .  They i n f e r r e d
t h a t  t h i s  amount would be r e q u i r e d  to c i r c u l a t e  a produi  t 
net  to the value  o f  2 , 0 0 0  I I v r e s . However,  we have d i s ­
covered t h a t ,  s t a r t i n g  from a g r i c u l t u r e ,  3 , 0 0 0  I i v r e s  
income make a complete c i r c u i t .  This has led some com­
men ta tors  to suggest t h a t  3 , 0 0 0  I i  vres in specie  should be 
r e q u i r e d  to make t h i s  c i r c u l a t i o n  p o s s i b l e . N o n e t h e l e s s ,  
one should bear in mind t h a t  the c i r c u l a t i o n  o f  specie  is 
not the  same t h i n g  as the c i r c u l a t i o n  of  Income, p a r t i c u l a r ­
ly in the p h y s i o c r a t s *  frame o f  r e f e r e n c e ;  f o r ,  f o l l o w i n g
B o is g u i I  I e b e r t , they held t h a t  the q u a n t i t y  o f  money in 
c i r c u l a t i o n  is o f  l i t t l e  consequence, s ince  any lack o f  i t  
w i l l  be compensated f o r  by the use o f  commercial  paper .
This the ory  i n s p i r e d  a f l i p p a n t  regard  f o r  monetary problems,  
th r oughout .
Of r ec e n t  y e ars ,  many commentators have specu la ted  
about the n a t u r e  o f  the m u l t i p l i e r  d e p ic te d  on the t a b l e a u ; 
both the fa rmers*  prog res s i on a I  purchase o f  manufactured  
goods and the m anu fac turers*  p r og re s s io na I  purchase o f  sub­
s i s t e n c e  goods in v o lv e  a m u l t i p l i c a t i o n  o f  income t h a t  
approaches 2.  This is a r ea l  m u l t i p l i e r ,  though of  course,  
i t  is a m u l t i p l i e r  in a r a t h e r  s p e c ia l  sense,  s in c e ,  in 
s p i t e  o f  t h i s  m u l t i p l i c a t i o n  o f  income, the income of  each
17 , Henri Woog, op, c i t , , p ,  55
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c l a s s  of  the n a t i o n  as a whole remains p r e c i s e l y  the  
same from year  to y e a r .  S t i l l ,  the mechanism is the  
same, f o r  i n i t i a l  ac ts  o f  spending occasion a m u l t i ­
p l i c a t i o n  o f  income, j u s t  as i t  does in the case where 
o v e r a l l  income incr ea ses .  The only d i f f e r e n c e  is t h a t  
t h e r e  is a g r e a t e r  m u l t i p l i c a t i o n  o f  the i n i t i a l  input  
o f  income in the  l a t t e r  case.  The read er  may wonder 
j u s t  what i t  is th a t  sets  a l i m i t  to  the m u l t i p l i c a t i o n  
of  each i n i t i a l  act  o f  spending? One commentator has 
argued t h a t  the z i g - z a g  is an example o f  a s e c t o r i a l  
m u l t i p l i e r  w i th  a va lue  o f  2 ( o r  a p r o p e n s i t y  to spend 
of  . 5 ) .  He m a i n ta i n s  t h a t  one h a l f  o f  each prev ious
t r a n s a c t i o n  is wi thdrawn from p r o d u c t i v e  c i r c u l a t i o n  f o r
18the  next round. Thus,  he proposes t h a t  the p r o p e n s i t y
to save is the f a c t o r  t h a t  l i m i t s  the m u l t i p l i c a t i o n  o f  
income. Most o t h e r  authors  have tended to  fa vou r  some 
such i n t e r p r e t a t i o n  o f  the tab Ieau * s m u l t i p l i e r .  How­
e v e r ,  t h i s  c l e a r l y  v i o l a t e s  Quesnay*s o r i g i n a l  i n t e n t ;  he 
i n t i m a t e s ,  and Mirabeau t e l l s  us e x p l i c i t l y  t h a t ,  f o l l o w ­
ing the order  o f  r e p r o d u c t i o n  on the t a b l e a u , " the  r e p r o -
I 9duct  ion of  revenue is equal to the revenue spent" ; t h i s  
means th a t  a l l  income r e c i p i e n t s  spend the whole o f  t h e i r  
annual income, i . e .  the  annual p ro p e ns i t y  to  spend Is  I .  
One should bear in mind t h a t  the m u l t i p l i e r  o f  the value 2 
seen on the face  o f  the t a b le a u  can only  be approached by
18, L es lie  Fishman, ”A reconsideration o f  the Tableau Economique”,
Current Economic Comment, Vol, 20, Feb ,, 1958, N o ,l, p ,46 ,
19 See footnote 58, Chapter I I I ,
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assuming a near i n f i n i t e  number o f  t r a n s a c t i o n s  between
fa rm ers  and manufac turers  dur i ng  the course o f  the year#
C l e a r l y ,  Quesnay, could not have been o f  the op in io n
t h a t  t h i s  were p o s s i b l e  any more than Keynesians b e l i e v e
t h a t  a l l  income not wi thdrawn from c i r c u l a t i o n  goes through
t h a t  i n f i n i t e  number o f  t r a n s a c t i o n s  t h a t  would be r e q u i r e d
20f o r  t h e i r  m u l t i p l i e r  equa t ion  to reach i t s  t o t a l  sum,
Quesnay wanted to say nothing  more than th a t  farmers and 
manufacturers  exchange w i t h  each o th er  commodit ies to  the  
v a l ue  o f  2 , 0 0 0  I i vres w h i l e ,  a t  the same t im e ,  d e p i c t i n g
the general  manner by which the m u l t i p l i c a t i o n  o f  income
occurs.  Then, j u s t  what does set  a l i m i t  to the m u l t i ­
p l i c a t i o n  of  each I n i t i a l  input  o f  income, i f  i t  is  not  
s a v in g ,  i f  the annual marginal  p r o p e n s i t y  to  spend Is  1?
C l e a r l y ,  i t  has to be the v e l o c i t y  o f  exchange.  Were
t h i s  not the case,  we would have t h a t  s i t u a t i o n  imagined
by some wags in which a marginal  p r o p e n s i t y  to spend o f  I 
produces on unstab le  system ( run away i n f l a t i o n ? ) .  The 
v e l o c i t y  o f  exchange l i m i t s  the m u l t i p l i c a t i o n  o f  each 
i n i t i a l  input  of  income, because in r e a l i t y  the for ma t i on  
o f  income is nothing more than the exchange o f  commodit ies  
and s e r v i c e s  f o r  commodit ies and s e r v i c e s .  A s i t u a t i o n  
could never a r i s e  in which the marginal  p r o p e n s i t y  to  
spend (as rep resented  by the  Keynesian m u l t i p l i e r  fo rm u la )  
approaches I ( w h i l e  a t  the same t ime income in the aggregate  
ach ieves  more than a r e l a t i v e l y  small  number o f  t r a n s a c t i o n s ) ,
f o r  the simple reason t h a t  the v e l o c i t y  o f  exchange is l i m i t e d
2 Iby the product ion  o f  these goods and s e r v i c e s .  In any
20, An in f in ite  number o f  transactions are required fo r  the usual Keynesian
equation o f  the /orm  J x  Increment o f  Expenditure
,  ^  ^, J - Marginal Propensity to Spend
to reach i ts  to ta l sum.
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e v e n t ,  the  p h y s i o c r a ts  themselves were not  confused as
to  the f a c t s  o f  the m a t t e r .  "Reproduct ion is the
measure o f  consumption",  Le Trosne reminds us,  "and
22consumption is the measure o f  r e p r o d u c t i o n " .  The
t a b l e a u  shows e x p l i c i t l y  t h a t  t h i s  must be so; t h e r e
is no rea l  mystery as to why the dimensions o f  the  
t a b l e a u  have c i rcumscr ibed l i m i t s .  We w i l l  p r e s e n t l y  
r e f e r  to a case in which the p h y s i o c r a t s  de s c r ib e  ex­
p l i c i t l y  the workings o f  an inverse  m u l t i p l i e r :  in which  
an i n i t i a l  d e s t r u c t i o n  o f  income is m u l t i p l i e d  as i t  is 
passed from one income r e c i p i e n t  to a no th e r .
This is not to say t h a t  we com ple te ly  approve  
o f  the p h y s i o c r a t s '  o v e r a l l  unders tanding o f  the f o r m a t io n  
of  Income. Granted,  they have a l i m i t e d  unders tanding  
o f  the m u l t i p l i e r ,  but i t  was f o r e v e r  enta ng le d  in the  
f a l l a c i o u s  preconcept ions o f  the unique p r o d u c t i v i t y  
d o c t r i n e .  An ins tance  o f  t h i s  is a s tatement  Quesnay 
makes in h is  Ana I yse du Tableau Econom i que. "Each sum 
which the p ro d uc t i v e  c la ss  r e c e i v e s  supposes a double  
v a l u e " ,  he w r i t e s ,  "because where t h e r e  is a s a le  t h e r e  
is a purchase,  and consequent ly  the value  o f  t h a t  which is 
sold and the va lue  o f  the sum which pays i t ;  but t h e r e  
is no rea l  consumption o t her  than the value  o f  the f i v e
21, I f  one wishes to s tr ik e  a compromise, he might use the usual formula 
fo r  the geometrical progression to show the sime o f  income reached by the 
Keynesian m u ltip lie r  a f te r  an n number o f transactions in the aggregate,
(O f course, n need only be a r e la t iv e ly  sm all number in  order to approach 
the f in a l  sum o f the geoTnetrical progression):
S  =  Ihe Sim of income after n transactions,
a ^I  - I n i t i a l  input o f  income,
n = Number o f transactions o f  income in  the aggregate,
g = Ihe marginal propensity to spend, i , e ,  the marginal
propensity to consume plus the im^gi^ nal ^ o p e n s ity
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b i l l i o n s  which form the t o t a l  r e c e i p t s  o f  the  p r o d u c t i v e
23c l a s s . "  Thus, he admits t h a t  each exchange of  com­
modi ty f o r  commodity causes a double f o r m a t io n  o f  v a l ue  
(exchange v a l u e ) ,  but he does not f o l l o w  the idea to  i t s  
l o g i c a l  consequences; he always br ing s  us back to  the
c o n t r a d i c t o r y  d o c t r i n e  t h a t  the f lo w o f  income and v a l ue  —
in h is  op in io n  the  two are  the same t h i n g    o r i g i n a t e s
w h o l l y  in the a g r i c u l t u r a l  s e c t o r .  So what? Does h i s  
Commodity Cost Theory o f  Value impose any i n h i b i t i o n s  on 
h i s  examinat ion o f  the f a c t s  o f  p roduct ion? Let us con­
s i d e r  what occurs in each o f  the t h r e e  s e c to rs  o f  the  
tab  I e a u .
Nothing happens in the farming  s e c to r  t h a t  should  
upset  our n o n - p h y s i o c r a t i c  s e n s i b i l i t i e s .  The fa rmers  
put i n t o  c i r c u l a t i o n  3 , 0 0 0  I i  vres and 3 , 0 0 0  I i  vres a re  
r e t u r n e d  to them. Of the a d d i t i o n a l  2 , 0 0 0  I i  vres r e p r o ­
duced a n n u a l l y  by the fa rm er s ,  p a r t  is formed by the 1 ,000  
I i v r e s  which they spend w i t h i n  t h e i r  own s ec tor  and p a r t  
may be reproduced in na tura  by i n d i v i d u a l  fa rm er s .  The 
s e c to r  composed o f  lan d lo rd s  and o t h e r  c la ss es  m ai n ta in e d  
by the produ Î t  net  spend the whole o f  i t  on subs is ten ce  
and manufactured goods. A modern economist  computing
GNP would add t h i s  2 , 0 0 0  I i v r e s  r e n t a l  income to the  
farmers*  r e p r o d u c t i o n  o f  5 , 0 0 0  I I v r e s , s ince  the c l a s s  
r e c e i v i n g  t h i s  payment presumably c o n t r i b u t e s  general  admin­
i s t r a t i v e  s e r v i c e s  to the va lue  o f  2 , 0 0 0  I i v r e s .  Quesnay
22, JDaire, Phyaiocrates, p , 898,
23, I b i d , . p,  64,
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would d i s a g re e  wî+h t h i s  as a m a t t e r  o f  d e f i n i t i o n ,  but  
he would never deny t h a t  these s e r v i c e s  were a c t u a l l y  
being performed and thus ,  so f a r ,  he would be saying  
noth ing  t h a t  is c l e a r l y  c o n t r a r y  to  economic f a c t .  But,  
th e n ,  when he comes to  examine c i r c u l a t i o n  w i t h i n  the so-  
c a l l e d  s t e r i l e  s e c t o r ,  h is  theor y  o f  va lue  leads him 
com ple te ly  a s t r a y .
The reader  w i l l  remember t h a t  the b as ic  assumption  
o f  p h y s i o c r a t i c  value t heor y  is t h a t  a g r i c u l t u r a l  produc­
t i o n  is the s i n g l e  source o f  new v a lu e s .  This  va lue  is  
a m a t e r i a l  substance t h a t  can on ly  be produced in those  
economic se ctors  a ided  by the n a t u r a l  agents ;  the manu­
f a c t u r e r  cannot increase  the mass or va lue  o f  t h i s  s t u f f ;  
he can only  change i t s  form.  A d m i t t e d l y ,  the manufac tur ­
e r ' s  f i n a l  product  has a u t i l i t y  o f  i t s  own and an appro­
p r i a t e  exchange v a l u e ,  but t h i s  never  r e p r e s e n t s  a ne t
c r e a t i o n  o f  new v a lu e s ,  f o r  -----  so Quesnay t e l l s  us -----
these values are  merely the sum o f  subs is tence  goods and 
raw m a t e r i a i - v a l u e s  used up in the process o f  pr o d u c t io n .  
The t a b l e a u  and ana Iyse f o l l o w  these precon ce pt ion s  f a i t h ­
f u l l y .  Marx ( a p p a r e n t l y  basing h is  study on the a n a ly s e )  
m a i n ta in s  t h a t  the t o t a l  r e p r o d u c t i o n  is  equal to  seven 
mil la rds  and not merely f i v e  mil  l a r d s ,  as the p h y s i o c r a ts
d e f i n e d  income: f i v e  being produced by the p r o d u c t iv e
0 A
c lass  and two by the s t e r i l e  c l a s s .  N e v e r t h e l e s s ,
were the va lue  of  the m a n u f a c t u r e r s * p r od uc t i on  only two
24, Marx, Iheories o f Surplus Value, p ,70 .
Note, Marx re fe rs  to m illa rd s  o f  l i v r e s ,  giving the o r ig in a l  
fig u res  presented by the analyse. In  Philosophie R urale, Mirabeau
reduced these numbers to thousands, presumably fo r  the convenience 
o f working with smaller numbers on the z ig -zag .
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, m î l l a r d s ,  we might a l l o w  Quesnay to say,  p u r e l y  as a 
m a t t e r  o f  d e f i n i t i o n ,  t h a t  t h i s  p r od uc t i on  r e p r e s e n t s  no 
net  c r e a t i o n  o f  v a l u e .  But the z i g - z a g  o f  the t a b l e a u  
poses a s i t u a t i o n  t h a t  com ple te ly  undermines the phy­
s i o c r a t s *  Pr imary Commodity Theory o f  Va lue:  the pro­
du ct i o ns  o f  the s t e r i l e  c lass  ob v io u s ly  have a va lue  in 
excess o f  th r ee  m i l l a r d s .  Dur ing the course o f  the  
y e a r ,  the s t e r i l e  c l ass  s e l l s :  ( I )  one mil  l a rd  o f  manu­
f a c t u r e d  goods to the fa rmers ;  ( 2 )  one rail l a rd  o f  manu­
f a c t u r e d  consumption goods to the la n d lo r d s ;  and ( 3 )  o f  
the  one mil  l ard income they r e c e i v e  from t h e i r  sa le s  to  
the l a n d l o r d s ,  they spend h a l f  w i t h i n  t h e i r  own s ec tor  
and,  as w e l l ,  they spend h a l f  o f  t h e i r  r e c e i p t s  from t h e i r  
p r og re s s io na I  sa les  to  the  fa rmers  w i t h i n  t h e i r  own s e c t o r .  
In a l l ,  we are  t o l d  they spend one mi I l a rd  w i t h i n  t h e i r  
own s e c t o r ,  which we might  suppose forms (one mi I l a r d  + X) 
income, depending on the number o f  t r a n s a c t i o n s  t h a t  sub­
se quent ly  occur w i t h i n  the s t e r i l e  s e c to r  as a r e s u l t  o f
t h i s  i n i t i a l  input  o f  income. Thus, as soon as Quesnay
2 5
adm i t t ed  in the t h i r d  e d i t i o n  o f  the ta b l e a u  t h a t  the  
manufacturers  buy goods w i t h i n  t h e i r  own s e c t o r ,  h is  whole 
theory  o f  va lue was put on a very p r e c a r i o u s  f o o t i n g ,  f o r  
the  value o f  manufactured goods can no longer  be reduced  
to  the sum of  pr imary commodity costs but ,  as w e l l ,  has to  
inc lude  the cost  o f  manufactured goods used up w i t h i n  the  
s e c t o r .  As we have suggested more than once,  the
25, Francois Quesnay, E xp lica tion  du Tableau Economique (B r it is h  
Economic Association), pp, i i ,  H i ,
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economic s t r u c t u r e  o f  the t ime may have,  to  some e x t e n t ,  
obscured the f a c t  t h a t  man ufac turers  produce value  in 
t h e i r  own r i g h t :  most o f  the expenses o f  t h i s  sec tor
were in f a c t  commodity c os ts .  But even so t h a t  ex te n s io n  
o f  the t a b l e a u - techn ique should have made i f  c l e a r  t h a t  
income is produced by i n t e r - s e c t o r i a l  t r a n s f e r s .  The
Pr imary  Commodity Cost Theory o f  Value was never  more than 
a gross approx imat ion o f  the c o n d i t i o n s  of  p r od uc t io n ;  
i n d u s t r i a l i z a t i o n  only increased the degree o f  e r r o r .  As 
i t  was, the p h y s io c r a ts  had some uncomfortab le  thoughts  
about t h i s  theory o f  v a l ue .  Marx has po in te d  out t h a t  
Baudeau f e l l  back on the s u b te r f u g e  t h a t  the s t e r i l e  c l as s  
was ab le  to r e t a i n  p a r t  o f  i t s  own p r o d u c t i o n  "by r a i s i n g  .
26the  p r i c e  o f  commodit ies above t h e i r  va lue"  -----  t h a t
is  to say,  he r e a l i z e d  t h a t  the supply p r i c e  of  manufactured
produce could not p o s s i b l y  be reduced to the va lue  o f
pr imary  commodity costs .  Even o l d  Mirabeau had to admit
( w i t h  some embarrassment)  t h a t  the exchange va lue  o f  some
manufactured goods, e s p e c i a l l y  luxury  goods produced by
e x c e p t i o n a l  c ra f tsmen,  could not  be reduced in i t s  e n t i r e t y
to wages ( i . e .  subsis tence  goods) and raw m a t e r i a l s  but ,
in a d d i t i o n ,  these b a b io le s  were g iven on uncommon exchange
27va lue wh i ch he sour I y ma I i gned \_e pr i x d * op i n Î on.
S t i l l ,  a l lowance  being mad e . for  these  p e c u l i a r  
p h y s i o c r a t i c  pre concept ions ,  the  t a b l e a u  p o r t r a y s  c i r c u l ­
a t i o n  much as a modern might ,  were he to use the same d i a -
26, Karl Marx, Theories o f  Surplus Value, p,71
27, Mirabeau, Philosophie R urale , V o l,I I I ,  p ,8 2 .
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grammatî c method. Of course,  the dimensions given the  
var ious sectors  belong s p e c i f i c a l l y  to the a g r a r i a n  economy 
o f  I 8 t h  century France.  This economic model n e c e s s a r i l y
gave much gr e a te r  weight  to a g r i c u l t u r e  and r e n t a l  income 
than we would today.  In c o n t r a s t ,  the modern i n p u t - o u tp u t
model is p r i m a r i l y  concerned wi th  t r a n s a c t i o n s  between d i f f ­
e rent  sectors  of  ind us t ry ;  the mere f a c t  t h a t  most income
is produced in the i n d u s t r i a l  sec tors  gives obvious r e f u t ­
a t i o n  to the phy s i ocra ts*  theory of  va lue .  A l l  t h i s  
no t w i t hs ta nd in g ,  the tab Ieau s t i l l  re v e a ls  c e r t a i n  r e l a t i o n ­
ships common to both a g r a r i a n  and i n d u s t r i a l  economies.
Quesnay construc ted  his tab Ieau in order  to  solve  
c e r t a i n  problems of  c a p i t a l  accumulat ion assoc ia ted  wi th  
the i n t r o d u c t i o n  of  the grande c u l t u r e . His p i c t u r e  of
general  e q u i l i b r i u m  brought to l i g h t  some problems th a t  
were n e c e s s a r i l y  obscured by the Turgot -Smi th  type o f  theory  
in which c a p i t a l  was s tud ied  as a general  e n t i t y .  In
p a r t i c u l a r ,  Quesnay and his c los es t  d i s c i p l e  Mirabeau saw 
d i s t i n c t i v e  problems p e r t a i n i n g  to the s e c t o r i a l  accumulat ion  
of  c a p i t a l .  The whole economic process,  both in pro sp er -
i t y  and c r i s e s ,  was seen to be inseparab ly  t i e d  to these  
f a c t s  of  c a p i t a l  accumulat ion.  This c o n s id e r a t i o n  br ings
us to the f i n a l  t o p i c  o f  t h i s  chapter .  Now th a t  we have 
made a general  study of  the tab Ieau * s c o n s t r u c t i o n ,  we w i l l  
go on to examine the several  t h e o r i e s  o f  c r i s e s  presented  
and analysed by t h i s  v e r s a t i l e  t o o l .  We have a l r e a d y
reviewed a t  some length Quesnay*s passing mention o f  the  
oversaving c r i s e s .  Besides t h i s ,  Mirabeau l i s t s  some
two dozen cases of  economic c r i s e s  ( d e p e r Î ssement) in his
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R u r e I e  Ph î Iosoph î e and in the s i x t h  volume o f  L *Am i des 
Hommes. F o r t u n a t e l y ,  i t  w i l l  not be necessary to go 
i n t o  the d e t a i l s  o f  each o f  these cases.  The most 
impor tant  can be considered under the general  headings o f  
ru inous  luxury ( l u x  r u i no us )  and d e s t r u c t i v e  t a x a t i o n  
( I * impôt d e s t r u c t i f ) .  We w i l l  cons ider  the former  set  
o f  ideas f i r s t .
As we have ment ioned more than once,  the phys io­
c r a t s  regarded the net  r e n t  o f  land as the only  fund d i s ­
posable f o r  consumption -----  t h a t  is the on ly  fund t h a t
can be used f o r  no n - p ro d u c t i v e  employments w i t h o u t  causing  
a d e p l e t i o n  o f  the  c a p i t a l  e s t a b l i s h m e n t .  They cons idered  
to be " ruinous  luxury"  any un pro duct ive  consumption,  no 
m a t t e r  how l i t t l e  i t  might  be, t h a t  a t e  i n t o  the accumulated  
supply o f  c a p i t a l .  The r a t i o n a l e  o f  t h i s  concept o f  d i s ­
posable income is q u i t e  un der s tandab le  c o n s i d e r i n g  the
na t u r e  of  r e n t  -----  r e n t  being a payment to a f a c t o r  o f
pr od uct ion  in excess o f  the remunera t ion  r e q u i r e d  to  c a l l  
f o r t h  the r e q u i s i t e  supply.  Thus, any burden or c i rcum­
stance t h a t  lowers the income o f  farmers or  manufac turers  
would u l t i m a t e l y  reduce the supply o f  c a p i t a l  o f f e r e d  f o r  
economic use (assuming as the p h y s i o c r a t s  did t h a t  pure  
c om p e t i t i o n  f i x e s  payments to f a c t o r s  o f  p r o d u c t i o n ,  o th er  
than land a t  t h e i r  supply p r i c e ) .  C e r t a i n l y ,  t h e r e  is
a good deal o f  t r u t h  to the idea t h a t  r e n t a l  income is more 
expendable than wages or p r o f i t s  f o r  c e r t a i n  purposes such 
as t a x a t i o n  in support  o f  no n- p ro d u c t iv e  labour .  However,  
we must always keep in mind t h a t  the p h y s i o c r a ts  and
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s e ve ra l  o th er  p r e - i n d u s t r i a l  economists (Locke,  Cant i I  I on,  
S t e u a r t )  advanced a p e c u l i a r  r e n d i t i o n  o f  t h i s  idea t h a t  
is not so Simon-pure* They i d e n t i f i e d  the emergence o f
r e n t  w i t h  a g r i c u l t u r e ' s  phy s ica l  p r oduct .  A l l  the non-  
a g r i c u l t u r a l  c la s s es ,  they reasoned - —  the " f r e e  hands" 
as S t e u a r t  c a l l s  them: the la n d lo r d s  and t h e i r  r e ­
t a i n e r s ,  the Court  and Bureaucracy,  the m anu fac turers  end
merchants -----  a re  in some sense main ta in ed  by the phy s ica l
and value  surplus  of  a g r i c u l t u r e .  Fo l l ow in g  t h i s  l i n e  
o f  reaso ning ,  the p h y s i o c r a t s  argued t h a t  these  k e p t -  
c lasses  a r e ,  or can and should be, l i m i t e d  to a t o t a l  
income which is not in excess o f  the produ i t n e t . Obv ious ly ,  
t h i s  is a mistaken r e n d i t i o n  o f  the d i sp os ab le  r e n t a l  
income idea ,  i f  only because ( f o r  a l l  those reasons we have 
a l r e a d y  ment ioned)  the s o - c a l l e d  s t e r i l e  s e c to r  is not  
com ple t e ly  dependent f o r  i t s  support  on a g r i c u l t u r e ' s  r e n t a l  
income and, in some s i t u a t i o n s ,  may d e r i v e  no a p p r e c i a b l e  
income from t h i s  source.  S t i l l ,  broad I y speaking,  t h e r e
remains an element o f  t r u t h  in t h i s  concept o f  "d isp os ab le  
income" and the a t t e n d a n t  d e f i n i t i o n  of  " r u inous  lu x u ry " .
A d m i t t e d l y ,  the p h y s i o c r a t s '  e x p o s i t i o n  o f  a g r i ­
c u l t u r e ' s  d isposab le  r e n t a l  income had more immediate  
r e le v a n c e  to t h e i r  own s o c i e t y  than i t  would to a modern 
i n d u s t r i a l i z e d  s t a t e .  But i t  was based on another  idea 
t h a t  has more un i v e rs a l  a p p l i c a t i o n :  t h e i r  d i s t i n c t i o n
between those economic a c t i v i t i e s  t h a t  reproduce c a p i t a l
w i t h  a p r o f i t  and those t h a t  do not .  Baudeau adv ises
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us on t h i s  m a t t e r :
That excessive m u ltip lic a tio n  o f  labour o f  pure ly  s te r i le  
expenses, which is  made a t the expense o f labour useful cxnd 
necessary fo r  the maintenance o f  production, is  p rec ise ly  that 
which one should c a ll  luxury, in the case o f  governments or 
p riv a te  persons. Because by lu xu ty  one means an excess o f
s te r i le  expenses. When one says an excess, one supposes
a ru le , a rneasure, I^ow, there arises  from th is  one essen tia l,
evident physical m anifestation, and here i t  is :  a l l  that
which is necessary fo r  the sovereign advances o f  the S ta te , fo r  
the landed advances o f  a l l  estates, fo r  th at o f  the p r im itiv e  
and annual advances o f  a l l  productive employments, is  not dis^  
posable, that is  to say i t  cannot nor must not be u t il is e d  by 
anyone whoever i t  might be, fo r  pu re ly  s te r i le  pleasures; i t  
has i t s  predetermined employment, i ts  indispensable use. I f  
we d iv e rt i t  from i ts  purpose, we exceed the measure o f  the 
disposable income. That is  the true  d e fin it io n  o f  luxury.
One should not fo r  that reason deceive h im self as to the 
character o f pub lic  or p r iv a te  luxury . I f  i t  causes fo r  
States or p riv a te  persons a passing f lo u r is h , i t  is  only in  
the course o f bringing about and consummating th e ir  in ev itab le  
ru in , 28
Broadly speak ing,  t h i s  is what Adam Smith meant 
by luxu ry .  Luxury i t  a s s o c i a t e d  w i th  an excess o f  unpro­
d u c t i v e  labour ,  o r ,  v iewing the m a t t e r  from a cognate  
s t a n d p o i n t ,  unproduct ive  consumption (Baudeau says "unpro­
d u c t i v e  expense" ) .  Now, i n t e r p r e t i n g  h is  s tatement
ge ne rou s l y ,  Baudeau's argument seems to imply t h a t  pro duc t ­
ive  labour should always y i e l d ,  and the e n t r e p r e n e u r s  should  
be a l lowed to r e t a i n ,  a s u f f i c i e n t  income to reproduce  
( w i t h  a p r o f i t ? )  the c a p i t a l  t h a t  employs the la b o u r e rs .
To the e x te n t  t h a t  t h e r e  is a s u r f e i t  o f  unp ro duc t i ve  lab ­
ourer s  employed by the  s t a t e  ( n o b i l i t y ,  b u r e a u c r a t s ,  buf foons ,  
academic economists;  a l l  those employments t h a t  do not
reproduce c a p i t a l )  and to the e x t e n t  p r o d u c t i v e  la b o u r e rs ,  
f o r  whatever  reason,  do not ga in s u f f i c i e n t  income to r e p r o -
28, D a ire , Physiocrates, p , ?36,
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duce c a p i t a l  w i th  a p r o f i t ;  the means f o r  f u t u r e
p r od uc t io n  w i l l  be exhausted and annual income w i l l  
d e c l i n e  year  by y e a r .  Of course,  t h i s  d e f i n i t i o n  o f  
p r o d u c t i v e  labour ( a f t e r  Marx)  g ives  the p h y s i o c r a t s  
more than t h e i r  due; even in the  w r i t i n g s  o f  Adam Smith  
and most o f  h is  19th century  successors,  t h i s  m a t t e r  was 
never comple te ly  r e s o l v e d .  However,  t h i s  i n t e r p r e t a t i o n
br i ngs  out the substance o f  what the p h y s io c r a t s  were  
t r y i n g  to d e f i n e  and shows the general  tenor  o f  t h i s  second 
meaning given to the phrase Iux ru ineux. So f a r  we have 
considered two d i f f e r e n t  meanings f o r  t h i s  phrase.  We 
have ye t  to add one more. The p h y s i o c r a t s ,  f o l l o w i n g  
B o is g u i I  I e b e r t * s theory  o f  p r o p o r t i o n a t e  s e c to r a l  growth,  
m ai nta in ed  t h a t  the va lue  product  o f  any sec tor  must be 
p r o p o r t i o n a t e  to the  demand f o r  i t s  product  which is de­
r i v e d  from the income generated in a l l  o th er  s e c t o r s .  I t  
was in t h i s  sense t h a t  they regarded as an exc es s ive  soc ia l  
luxury  the m e r c a n t i l i s t s '  programmes f o r  f o r c i n g  the  
development o f  the man ufac tur ing  and commercial  s e c to rs  o f  
the economy: these p o l i c i e s  d i s a r ra n ge d  the s e c t o r i a l
e q u i l i b r i u m  of  incomes. The p h y s i o c r a ts  very  o f t e n
confounded these t h r e e  d i s t i n c t  k inds o f  " l u x u r y "  and so i t  
is  sometimes n e a r l y  impossible t o  de termine which cause o f  
economic d i s l o c a t i o n  they happened to  have in mind. Of  
course,  i t  is p o s s i b l e  f o r  a l l  t h r e e  causes to be in e f f e c t  
at  one and the same t ime .  The fo r e g o i n g  q u o t a t io n  from 
Baudeau concerning the d i s t i n c t i o n  between p r o d u c t i v e  and
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un pr o d u c t i v e  labour was taken from a c ont ex t  in which he 
had r e f e r e n c e  to unwarranted growth o f  the  s t e r i l e  s e c t o r .
The p h y s i o c r a ts  were o f  the o p i n i o n ,  as was t h e i r  
pr e c e p t o r  Bo isgu i I  I e b e r t ,  t h a t  the economic d i f f i c u l t i e s  
o f  France were to a la rge  measure caused by m e r c a n t i l i s t ­
l i k e  p o l i c i e s  c a l c u l a t e d  to f o r c e  the growth and deve lop­
ment o f  the commercial and manuf ac tur in g  s e c t o r s .  In 
order  to d i sc ov er  the exact  na t ur e  o f  t h i s  economic c r i s e s ,  
they d i v i d e d  the economic organism i n t o  se pa ra te  s e c to rs  
a f t e r  the methodology o f  t h e i r  p r e c e p t o r .  This approach  
re v e a l e d  what they c a l l e d  an equ i I i  bre between the t h r e e
se cto rs  o f  the tab I e a u  an e q u i l i b r i u m  of  income- f low.
Mirabeau t e l l s  us: " d i s t r i b u t i o n  o f  the revenue o f  the
p r o p r i e t o r ,  by means o f  h i s  e x p e n d i t u r e ,  is  the t h i ng  t h a t
29makes the mechanism of  c i r c u l a t i o n  w ork ."  An unders tand­
ing o f  t h i s  aspect  of  general  e q u i l i b r i u m  is e v i d e n t  in 
Boisg u i I  I e b e r t * s  verbal  d isc u s s io n  o f  the d i s p r o p o r t i o n -  
a l i t y  c r i s e s ,  but the p h y s i o c r a t s  went on to add two f u r t h e r
r e f i n e m e n t s .  -----  ( I )  They c o n s t r u c t e d  the t a b l e a u  économique
so os to r epr es en t  an unchanging process,  the case o f  simple  
r e p r o d u c t i o n .  Mirabeau makes t h i s  c l e a r  by the assump­
t i o n s  on which he bas is  the tab  I e a u : "The expense ( depense.
I . e .  c a p i t a l ) o f  2 , 0 0 0  I i  vres o f  advances o f  the p r o d u c t i v e  
c l as s  reproduces the same 2 , 0 0 0  I i v r e s  o f  advances.  That  
o f  the 2 , 0 0 0  I i  vres o f  revenue reproduces 2 , 0 0 0  I i  vres o f  
revenue.  That o f  the 1 ,000 I i v r e s  o f  advances o f  the  
s t e r i l e  c l as s  reg e ne ra te s  1 ,000 I i  vres o f  the i n t e r e s t  o f  
the p r i m i t i v e  and annual advances o f  the c u I t i v a t o r .
29, Mirabeau, L * M i  des Hommes, Vol, V I, p ,232 ,
30, Mirabeau, Philosophie R urale, Vol, I I I ,  p,31
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Economic growth or d e c l i n e  was a na l yz ed  as a d e v i a t i o n  
f rom t h i s  conceptual  model.  And ( 2 )  the p h y s i o c r a t s *
f i r m  comprehension o f  c a p i t a l  enabled them to p e r c e i v e  the  
b as ic  f a c t s  o f  economic growth and d e c l i n e *  The former  
was m an i fe s t  by an accumula t ion  o f  c a p i t a l  and the l a t t e r  
by i t s  d e p l e t i o n .  Fur thermore,  t h e i r  s e c t o r i a l  economic 
model had the s u p e r i o r  m e r i t  o f  showing e x p l i c i t l y  t h a t  
accumula t ion in each s ec tor  has to be balanced by accum­
u l a t i o n  in o t h e r s .  To i l l u s t r a t e  t h i s  p e r s p e c t i v e ,  we 
might  quote M i r a b e a u 's  d i sc u ss io n  concerning the p o l i c i e s  
and s i t u a t i o n s  t h a t  can d i s r u p t  t h i s  e q u i l i b r i u m .
And so one sees not only th a t the excess o f luxury can 
never be advantageous to the s t e r i l e  class, but moreover i t  
is  impossible fo r  i t  to enrich i t s e l f  a t the expense o f the  
annual reproduction; e ith e r C l) by the augmentation o f  
the returns to th is  class Creversemens sur ce tte  c lasse);
( 2 )  by the reduction o f  the p ric e  o f  prim ary commodities 
in  order to give the Manufacturers a b e tte r buy a t the 
expense o f  the revenues o f  the Nation, (3 )  by re ta in in g  
w ith in  the Kingdom raw m ateria ls  fo r  Tnanufactored works, 
which causes a loss to the productive class on i ts  sales  * *
* * /  ( 4)  by taxation  on the entry into the Kingdom o f
fo re ign  manufactured merchandise *  *  * /  C5 ) and f i r ia l ly  
by p u ttin g  the burden o f  the S ta te  on the Agents o f  the 
productive class, and a l l  such harmful expedients fo r  an 
a g ric u ltu ra l Nation,
The advances o f  the s te r i le  c lass, which are augmented 
in the f i r s t  instance by the increase in luxury , afterwards  
ra p id ly  decline by continuation o f  the same excess o f luxury.
In  the case o f  an increase o f lu xury , which we suppose here, 
they diminish by the second year by 106, and th is  dim inution  
is  a complete loss, such that the other classes s u ffe r a 
progressive dec line , and th is  p ro p o rtio n a lly  extends i t s e l f  
year by year on the s te r i le  c lass.
The excess o f  luxury is  an expense very p re ju d ic ia l to 
the s te r i le  class i t s e l f .  Those who protect or encourage 
i t  fo r  the benefit o f  manufacturers achieve on the contrary  
i t s  ru in  and that o f the S ta te , Luxury and fru Q o litv  are  ^  
the fa th e r and mother o f  poverty in an a o ric u ltu ra l Kingdom,
31, Ib id , , p , 34,
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In the f i r s t  paragraph Mirabeau ment ions f i v e
d i f f e r e n t  cases o f  " ru inous  l u x u r y " .  Each o f  these
cases might  be expected to d i s p l a y  a somewhat d i f f e r e n t
or d e r  o f  d e c l i n e ,  but ,  q u i x o t i c a l l y ,  he proceeds to  show
the q u a n t i t a t i v e  e f f e c t s  o f  a l l  f i v e  w i t h  one numer ical  
32
argument .  However, in f a i r n e s s  to Mi r abeau ,  we must
a l l o w  t h a t  the items two to f i v e  a re  s i m i l a r  s i t u a t i o n s ;  
a l l  fou r  cases are concerned w i th  government p o l i c i e s  
t h a t  e f f e c t  an i n i t i a l  inc rease  in m anu fa c tu rer s*  income 
at  the expense o f  the a g r i c u l t u r a l  s e c t o r .  Presumably,  
the farmers*  rea l  income per  u n i t  o f  phys ical  product  is  
reduced;  th e re b y ,  the s e c t o r i a l  terms o f  t ra d e  are
t i l t e d  in favour  o f  the m anuf ac tur in g  s e c t o r ,  u p s e t t i n g  
the equ11 i bre between these s e c to rs  (as  i t  is  d e f i n e d  by 
the r e l a t i o n s h i p s  of  s imple r e p r o d u c t i o n ) .  O bv i o u s l y ,
Mirabeau had his eyes on a problem t h a t  may in c e r t a i n  
ci rcumstances become a s i g n i f i c a n t  cause o f  economic d e c l i n e .
In modern t imes we are f a m i l i a r  enough w i t h  i l l - c o n c e i v e d  
a t te m pt s  to for c e  the pace o f  i n d u s t r i a l i z a t i o n  in under­
developed c o u n t r i e s ,  t h a t  a r e ,  in the end r e s u l t ,  l a r g e l y  
u n pro d uct iv e  f o r  the reason t h a t  these c o u n t r i e s *  broader  
bas is  o f  a g r i c u l t u r a l  and e x t r a c t i v e  i n d u s t r i e s  have been 
n e g le c te d  and are not ,  f o r  the lack o f  income, a b l e  to  
respond wi th  a s u f f i c i e n t  demand f o r  those manufactured  
commodit ies produced. This  s e c t o r i a l  o v e r - a c c u m u l a t i o n
32, The m m erical argument re fe rre d  to in  the next few paragraphs
is  found w ith an explanatory discussion in  Philosophie R urale, V o l,I I I , p p , 29-^34,
I t  is  not c lear as to what Mirabeau has in mind by h is  f i r s t  cause
o f d isequ ilib rium  - i.e. an augmentation o f  returns to the s te r i le  c lass.
Occasionally he suggests that the consumers, even given fre e  choice and
pure competition, rnay by th e ir  very choice cause a d is e q u ilib ra tin g dis-
tr ib u tio n  o f  exchange values, We re fe r  to a modern ren d itio n  o f  th is  
tra in  o f  reason on page 223 o f  th is  chapter.
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o f  capî+al  may not be caused by the i d e n t i c a l  government  
p o l i c i e s  t h a t  Mirabeau had in mind, but the reasons f o r  
the u n p r o d u c t i v i t y  o f  c a p i t a l  a re  the same.
M i r a b e a u * 5 number ica I e x p o s i t i o n  o f  s e c t o r i a l  
ovei— accumulat ion c r i s e s  is d i f f i c u l t  to  f o l l o w  in a l l  
i t s  d e t a i l s ,  owing to severa l  a m b i g u i t i e s  and omiss ions,  
and so, f o r  reasons o f  space,  we can only  d e s c r ib e  i t  in 
a very general  way. His a n a l y s i s  is compl ica ted  by
having to show, a t  one and the same t im e ,  severa l  d i f f e r e n t  
r e l a t i o n s h i p s  t h a t  come i n t o  p lay  in the s o r t  o f  economic 
c r i s e s  which he had in mind. Moreover ,  he confuses the  
sequence o f  the d e c l i n e  by assuming t h a t  " l u x u r y "  increases  
by a seventh each y e a r ,  making i t  impossib le  to i s o l a t e  the  
t o t a l  e f f e c t  through the years  of  the i n i t i a l  cause o f  
d i s - e q u i l i b r i u m .  Worse f o r  p r e c i s i o n ,  he leaves us in the  
dark concerning the many c i r c u I  a t  ion-sequences t h a t  occur  
dur ing  the course o f  any one y e a r ,  only  g i v i n g  f i g u r e s  f o r  
t o t a l  income and c a p i t a l  investment  as they appear in the  
se cto rs  o f  the tab 1eau a t  the end o f  annual p e r i o d s .  In 
any case,  the diagrammat ic  method o f  the tab  Ieau never  lends 
i t s e l f  to an economy of  e x p l a n a t i o n  (even in the case o f  
simple r e p r o d u c t i o n ) ,  and so, we w i l l  have to leave i t  to  
the reader  to t r y  to f i g u r e  out f o r  h i m s e l f ,  from Mi rabeau * s 
own t e x t ,  t h i s  even more complex case o f  economic c o n t r a c t i o n  
S t i l l ,  d e s p i t e  a l l  these shortcomings,  t h i s  tab I e a u - a n a l y s i s
is a s u r p r i s i n g  methodolog ical  tour  de f o r c e  -----  the f i r s t
e x p l i c i t  pe r io d  a n a l y s i s .  Not only  does i t  show t h a t  t h e r e
228
must be a p r e c i s e  pr opo r t  1onaI I t y  between the values t h a t  
a r i s e  in the d i f f e r e n t  s e c to rs ,  but a ls o  t h a t  the smooth 
f u n c t i o n i n g  of  the economic machine r e q u i r e s  t i m e l y  sequences. 
The tab Ieau econom Î que was the f i r s t  exp I i c i t  pe r i od  a n a l y s i s
in t h i s  modern sense o f  the phrase.  We w i l l  t r y  to summar-
33i se the general  sequence o f  d e c l i n e  i n i t i a t e d  by an i n i t i a l  
ins ta nce  o f  " ru inous  lu x u ry " .
The f i r s t  t ime p e r i od  is  r ep re s e n te d  by f i g u r e s  
f o r  a tab Ieau in p e r f e c t  e q u i l i b r i u m .  An i n i t i a l  s h i f t  
from e q u i l i b r i u m  of  the i n t r a - s e c t o r i a  I terms o f  t ra d e  
increases  the r ea l  income o f  the s t e r i l e  c l as s  by X and 
decreases the income o f  the a g r i c u l t u r a l  sec tor  by the same 
amount. A g r i c u I t u r e * s loss is shared e q u a l l y  by the
formers and la n d l o r d s .  On the o th er  hand, the whole o f  
the X amount gained by the s t e r i l e  c lass w i l l  be invested  
in a l a r g e r  accumula t ion o f  c a p i t a l  (a dvances) .  Now, in  
these assumed c o n d i t i o n s ,  t h i s  accumula t ion of  c a p i t a l  by 
manufacturers  cannot increase  the pr oduct ion  o f  w e a l th .
To the c o n t r a r y ,  i t  w i l l  be a pr imary  cause f o r  a p r o g r e s s i v e  
d e s t r u c t i o n  o f  income. "The advances o f  the s t e r i l e  c l a s s " ,  
Mirabeau t e l l s  us above,  "which are  augmented in the f i r s t  
instance  by the increase  o f  l u x u ry ,  a f t e r w a r d s  r a p i d l y  d e c l i n e  
by c o n t i n u a t i o n  o f  the same excess o f  l uxu ry .  In the case 
of  an increase o f  luxury which we assume here (320  I i  vres  
are  s h i f t e d  from the p r o d u c t i v e  to the s t e r i l e  c l a s s ) ,  they  
( t h e  advances)  d i m in is h  in the second year  by I 06, and t h i s  
p r o p o r t i o n a l l y  extends i t s e l f  year  by year  on the s t e r i l e  
c l a s s . "  Here,  Mirabeau makes very bold a s s e r t i o n s  about
33, Hhis summary w il l  t r y  to abstract away the several complications 
mentioned in th is  paragraph. Besides a l l  th a t, h is  analysis is  made
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t h e  na ture  o f  o v e r - a c c u m u la t i o n .  Over-accumuI a t î on is
not Just a secondary e f f e c t  o f  economic c r i s e s  (which Is  
the only  importance Keynesians would g ive  î t ) ;  î t  is the  
pr imary  cause i t s e l f .  Mirabeau does not  say why t h i s  
must be so (he regarded i t  os being s e l f - e v i d e n t ) ,  but the  
reasons f o r  i t  should be Immediately obvious,  c ons ide r i ng  
the e q u i l i b r i u m  of  incomes which are  e x p l i c i t  in the simple  
r e p r o d u c t i o n  o f  the beg inn ing pe r i o d .  From t h i s  begin­
n i n g ,  any a d d i t i o n a l  accumula t ion in the manufac tur ing  
s e c t o r ,  which is not  balanced by accumulat ion in the a g r i ­
c u l t u r a l  s e c t o r ,  must n e c e s s a r i l y  occasion i t s  own de­
s t r u c t i o n ,  because i t  is by i t s  very na t ure  p r o d u c t i v e  
c a p a c i t y  in excess o f  t h a t  war r ante d  by the demand f o r  i t s  
product  d e r i v e d  from the income genera ted  in the a g r i c u l t ­
ura l  s e c to r .  Any s h i f t  in the s ec tor  ia I terms o f  t ra d e  
in favour  of  manufac turers  m a n i f e s t l y  takes  away from a g r i ­
c u l t u r e  t h a t  q u a n t i t y  o f  income from which an e q u i l i b r a t i n g  
i n t r a - s e c t o r i a  I demand f o r  manufactured goods must be de­
r i v e d .  This w i l l  cause a d e p r e c i a t i o n  o f  c a p i t a l  values  
in the manufac tur ing  s e c t o r .  This d e p r e c i a t i o n  or  de­
s t r u c t i o n  o f  c a p i t a l  va lues w i l l  o f  i t s e l f  b r in g  about a 
f a l l  in aggregate  demand, f o r  the man ufac turers  w i l l  f i n d  
i t  impossible  to meet c u r r e n t  commitments and cont inue  
r e p r o d u c t i o n  on the same s c a l e .  This w i l l ,  as Mirabeau
33 (contdL) even more complex by bringing into p la y  the decline o f  
a g ric u ltu re 's  physical and value product (owing to i ts  fa l l in g  income). 
He added th is  order o f  decline to the i n i t i a l  destruction o f  income 
caused by the f i r s t  d isruption  o f  the intra-^sectoriaJ equilibrium .
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i n t i m a t e s ,  lessen the demand f o r  commodit ies produced 
o u t s i d e  the man ufac tur ing  s ec to r  and cause a l l  "o th e r  
c la sses  to s u f f e r  a pr og re s s iv e  d e c l i n e " .  The f i n a n c i a l  
embarrassment o f  the l a t t e r  w i l l  in tu rn  r e s u l t  in a l es se r  
demand f o r  manufactured goods. This c r i s i s ,  Mirabeau  
t e l l s  us,  w i l l  g r a d u a l l y  r e l e n t  owing to the " d im i n u t i o n  
o f  r i c h e s " . T h i s  p e r i od  a n a l y s i s  gives  a c r e d i t a b l e  
e x p l a n a t i o n  o f  the inverse m u l t i p l i e r .
As can be gathered from the f or e go in g  q u o t a t i o n s ,  
the p h y s i o c r a t s ,  l i k e  Bo isg u i I  I e b e r t , thought t h a t  e f f e c t ­
ive c o m pe t i t i o n  could o f  i t s e l f  d i s t r i b u t e  income between 
s e c to rs  in such a way as to prov id e  f o r  a c o s t - c o v e r i n g ,  
e q u i l i b r i u m  q u a n t i t y  o f  p ro d uc t i on  in each and every  s e c t o r .  
" I n d u s t r y ,  considered in a l l  i t s  e x t e n t , "  w r i t e s  Mirabeau  
of  the e q u i l i b r i u m  between in d u s t r y  end the  a g r i c u l t u r a l  
s e c t o r ,  "and conforming to the needs of  man, and in the  
proper  p r o p o r t i o n  in regard to  the e x p e n di t ur e s  (dépenses)  
which support  them in the economic order  o f  an a g r i c u l t u r a l  
N a t i o n ,  w i l l  e s t a b l i s h  i t s e l f  s y m e t r i c a l l y  o f  i t s  own accord,  
by reason and in p r o p o r t i o n  to the  income ( re v e nu )  o f  the
c o u n t r y s i d e ,  when i t s  n a t u r a l  progress is not d i s ar ran ged
35by the p o l i t i c a l  Government ."  Adam Smith i n t i m a t e d  a
s i m i l a r  k ind  o f  reas o n i n g ,  but he d id  no t ,  nor d id  many
34. Mirabeau, Philosophie R urale. Vol. I l l ,  p p .3?, 38,
35. Ib id . ,  Vol. I l l ,  pp. 13, 14,
Probably the best exposal o f  th is  concept o f  in tra ^ s ec to ria l 
income equilibrium  is  given in the chapter o f  Philosophie Rurale from  
which th is  quotation and the foregoing discussion o f  the s e c to ria l over­
accumulation c r is is  was taken, ^P^pports des Dépenses avec 1^Industrie '^ ,
231
economists be fore  î n p u t - o u t p u t  a n a l y s i s ,  see q u i t e  so 
c l e a r l y  as did the p h y s i o c r a ts  the. problem o f  ba lan ce d  
s e c to r  ia I development.
A l l  t h i s  is not to deny t h a t  the p h y s i o c r a t s *
Pr imary  Commodity Theory o f  Value gave a d i s t i n c t i v e  bent  
to t h e i r  concept o f  income e q u i l i b r i u m  and r e l a t e d  t h e o r i e s .  
According to t h e i r  scheme o f  t h i n g s ,  the s t e r i l e  c l a s s  could  
never  f o r  long accrue a t o t a l  income f o r  t h e i r  goods in 
excess o f  the value o f  p r imary  commodit ies used up in t h e i r  
p r o d u c t io n .  To the e x t e n t  they accrue more, t h e r e  would
be an i n s u f f i c i e n t  market  f o r  manufactured goods w i t h i n  
the a g r i c u l t u r a l  s e c t o r ,  which could not be compensated f o r  
by sales to n o n - a g r i c u I t u r a I  s e c to rs ;  f o r ,  ac cord ing  to  
the p h y s i o c r a t s ,  the f lo w  o f  income o r i g i n a t e s  in the  a g r i ­
c u l t u r a l  sec tor  and no o t h e r  s ec to r  can produce income to
36make up the d e f i c i t  o f  aggregate  demand. We have a l r e a d y
poin ted  out more than once t h a t  t h i s  could never  be t r u e  
even in the most undei— developed c o u n t r i e s ,  because income 
( i . e .  exchange v a l ue )  is  always c re a t e d  in the manuf ac tur in g  
sector  to the e x t e n t  t r a n s a c t i o n s  are  completed t h e r e i n .
36. Le Trosne says on th is  head:
 ^ In  e ffe c t, one must consider th at a person cannot buy except through 
the agency o f a previously completed sa le ; the land lord , the labourer, 
the merchant, the shipper, the re n t ie r ,  are a l l  s e lle rs . One does not 
have to prove that the s e lle rs  o f  farm produce are in terested in  a decent 
p ric e . But those who are s e lle rs  o f  labour and services are not less  
(in te re s te d ) in i t ,  because the p ric e  o f  labour is  regulated according 
to that o f the farm  products (des productions), and, since they cannot 
produce th e ir  re tr ib u tio n  on th e ir  own, the sum o f  s a la ries  which can be 
spent in th e ir  favour is  determined by that o f  the reproduction o f  which 
the s ta te  depends upon the value in prim ary commodities (en prem ier main). 
The more nearly  th is  value is  maintained a t the natura l le v e l by the 
l ib e r ty  and fa c u lty  o f  exchange, the more there w i l l  be opportunities fo r  
t r a f f ic ,  o f  sales fo r  manufacturers, o f  employment fo r  labourers, o f  
consumption o f  a l l  hinds, o f  surety fo r  the payment o f  ren ts , o f  wages 
fo r  those who have only th e ir  hands, o f  succours fo r  the infirmi and indigent 
D aire , Physiocrat es, p ,969 .
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S t i l l ,  whatever  i t s  s p e c i f i c  c o n t e x t ,  the phys io­
c r a t s '  concept o f  income e q u i l i b r i u m  has a u n iv e r s a l  
meaning f o r  any system of  general  e q u i l i b r i u m .  I t  is not  
w i t h i n  the scope o f  t h i s  t h e s i s  to  e l a b o r a t e  on p h y s i o c r a t -  
i c  ideas t h a t  may have r e l e v a n c e  f o r  modern c o n d i t i o n s .
Y e t ,  the reader  may f i n d  i t  e a s i e r  to understand t h e i r  
theory  o f  s ec to r  i a I o v e r - a c c u m u l a t i o n ,  were we to b r in g  to  
mind a modern problem t h a t  is analogous to  those t h a t  w or r i e d  
the p h y s i o c r a t s .  No doubt ,  every one has heard the op in ­
ion expressed,  from one source or a n o th e r ,  t h a t  c e r t a i n  
c o n d i t i o n s  o f  supply and demand may cause a sharp c o n t r a c t ­
ion o f  income w i t h i n  an i n d i v i d u a l  s ec to r  (most o f t e n  w i t h i n  
a g r i c u l t u r e  or pr imary -commodi ty -producing n a t i o n s  cons idered  
as an e n t i t y )  such t h a t  a m u l t i p l e  c o n t r a c t i o n  o f  income is
p r e c i p i t a t e d  and extends i t s e l f  through a l l  cont iguous sec-  
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t o r s .  I t  should be obvious enough t h a t  t h i s  b e l i e f
must premise a n o t io n  o f  i ncome-equ i I i  br i urn analogous to  
t h a t  o f  the p h y s i o c r a ts *  s e c to r  i a I over-accumuI  a t  ion th e o r y .  
The main d i f f e r e n c e  between the two is t h a t  the pr imary  d i s ­
e q u i l i b r a t i n g  cause is not the same; the former theory  
f i n d s  the c o m p e t i t i v e  mechanism i t s e l f  a source o f  in s t a b ­
i l i t y ,  whereas the p h y s io c r a t s  have f a i t h  t h a t  the same 
mechanism w i l l  make r a p i d  and f e l i c i t o u s  adjus tments  twoards  
c o s t - c o v e r i n g  e q u i l i b r i u m .  Y e t ,  the s i m i l a r i t y  o f  t h e i r  
f rames o f  r e f e r e n c e  shows the u n iv e rs a l  r e l e v a n c e  of  the  
tab  Ieau -  techn ique .
57. This speculation might suppose that p rices  fo r  the product o f  a 
single sector ( fo r  instance a g ric u ltu re ) are reduced sharply by a sudden 
increase in  physical p ro d u c tiv ity  in  the face o f  in e la s tic  demand. As 
a f i r s t  e ffe c t, th is  s h if t  in  the in tra -s e c to r ia l terms o f  trade would 
give the non~agricultvral sectors a greater re a l income which would become 
e ffe c tiv e  demand as, and to the extent, increased vaJLues o f  goods and
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We w i l l  r e t u r n  to the s ub j e c t  o f  sec tor  ia I o v e r -
accumu I a t  i on when we cons ider  the s i m i l a r  t h e o r i e s  o f  Soy
and Ricardo in the los t  s e c t i o n  o f  the f i n a l  c h a p te r .
But ,  now we w i l l  b r i e f l y  ment ion the use o f  the tab Ieau
f o r  a n a l y s i s  of  t a x a t i o n .  The most concise a n a l y s i s
o f  t h i s  k ind was made by Quesnay h i m s e l f  in h is  Second
38Problem Economique. He t r i e d  to prove t h a t  I n d i r e c t
t a x a t i o n  on commodit ies is  a g r e a t e r  burden on the economic 
organism than d i r e c t  t a x a t i o n  on the produ i t  n e t . Again ,  
t h i s  sec tor  i a I a n a l y s i s  is n e c e s s a r i l y  complex,  and so, we 
w i l l  have to l i m i t  ou rs e lv e s  to a few verbal  ob s e rv a t i o n s  as 
to  i t s  i n t e r p r e t a t i o n .
Quesnay begins by showing two tab I eaux, both of  
which are  in t h a t  s t a t e  o f  prosperous e q u i l i b r i u m  in which 
c a p i t a l  is reproduced in such p r o p o r t io n s  as to "ne caus-
/  39era i t  aucun deper Issement  dans la re p ro d u c t i o n  a n n u e l l e . "
The f i r s t  tab Ieau de p i c ts  a s i t u a t i o n  in which the l a nd lo rd s  
consume f o r  t h e i r  own b e n e f i t  the whole o f  the produ i t n e t ; 
h a l f  is spent f o r  manufactured goods and h a l f  f o r  o g r i c u l t u r a
37 (contd) services are purchased with th is  w in d fa ll o f  re a l income. 
This force would tend to o ffse t any m u ltip le  contraction o f  income 
caused by the in i t i a l  reduction o f  a g ric u ltu re 's  re a l income and 
destruction o f  c a p ita l values. The f in a l  re s u lt would depend on the 
magnitude o f  these two opposing forces and the sequence in which they 
take p lace . The analysis o f  th is  would requ ire  the construction o f  
sequencer^models.
38, This essay has been reprin ted  in both D aire*s  Phvsiocrates 
and Oncken*s Oeuvres de Quesnau,
39, D a ire , Phvsiocrates, p ,130 .
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goods. In the second, t a x a t i o n  is assessed on the
p r o d u i t  n e t . This g ives  the government an X r e a l  income
and takes  the same amount away from the l a n d l o r d s .  The 
government cont inues to d i s t r i b u t e  e x p e n di t ur e s  between 
the p r o d u c t iv e  and s t e r i l e  s e c to rs  in the same p r o p o r t i o n  
os did the l a n d l o r d s ,  and so, in the end r e s u l t  t h e r e  is 
no change in the income and c a p i t a l  e s ta b l i s hm en t  o f  these  
two s e c to rs ;  simple r e p r o d u c t i o n  cont inues  on the  same
s c a l e  as i t  d id  be fore  the i n t r u s i o n  o f  t a x a t i o n .
The t h i r d  tab Ieau a t te mp ts  to show t h a t  t h i s  maximum- 
output  s t a t i o n a r y  s t a t e  w i l l  d e c l i n e  when a p o r t  o f  t h i s  X 
q u a n t i t y  o f  t a x a t i o n  is taken o f f  the p r o d u i t  net  and l a i d  
on commodit ies in the form o f  a purchase t a x .  The p r i c e  
of  commodit ies must r i s e  to the f u l l  amount o f  the  taxes  
they bear ,  s ince i t  is  always assumed t h a t  the costs o f  
s t e r i l e  and pr o d u c t i v e  c lasses  ore f i x e d  by c o m p e t i t i o n  a t  
t h e i r  supply p r i c e s .  T h e r e f o r e ,  t h i s  tax  must f a l l  on
the fa rm er s ,  manuf ac tur er s ,  and la nd lo rd s  a l i k e ,  in pro­
p o r t i o n  to the value o f  t h e i r  purchases o f  these commodit ies,  
and so the two former c lasses  w i l l  be fo r c ed  to d e p l e t e  t h e i r  
c a p i t a l  es tab l ishm ent  by the va lue  o f  the fa  I I in t h e i r  r ea l  
income. (Quesnay and Mi r abeau ,  i t  would seem, always  
reduce the f i g u r e s  o f  the t a b i e a u  to r ee l  income a f t e r  p r i c e  
changes) .  Quesnay in a d m î s s i b l y  exaggera tes  the harmful
e f f e c t s  o f  i n d i r e c t  t a x a t i o n  in t h i s  tab I e a u - a n a l y s i s  f o r ,  
the government does not r e t u r n  i n t o  c i r c u l a t i o n  the income 
i t  has a p p r o p r i a t e d  os i t  d id in the tab  I eaux d e p i c t i n g  the
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case o f  d i r e c t  t a x a t i o n .  Even so, g iven Quesnay*s 
assumpt ions,  h is  a n a l y s i s  is  g e n e r a l l y  v a l i d .  A r e ­
d i s t r i b u t i o n  o f  the t a x  burden in the  manner he des c r i be s  
w i l l  in f a c t  r e s u l t  in a l e s s e r  r e p r o d u c t i o n  o f  income 
owing to the forced  d e p l e t i o n  o f  c a p i t a l .  And o f  course  
we are  w i l l i n g  to concede t h a t  i t  might  be t r u e  t h a t ,  as 
Quesnay goes on to suggest ,  t h a t  the i n i t i a l  d e p l e t i o n  o f  
c a p i t a l  and d e c l i n e  o f  incomes w i l l  cause " d e t e r i o r a t i o n s  
which a re  successive and in a geo metr ica l  p r o g r e s s i o n " .  
R e g r e t t a b l y ,  Quesnay d id no t ,  as he d id  in the case o f  
" ru inous  l u x u ry " ,  p o r t r a y  t h i s  geo met r ic a l  d e c l i n e  as i t  
would appear on several  success ive tab I eaux.
In r e a l i t y ,  Quesnay does not prove h is  case 
a g a i n s t  i n d i r e c t  t a x a t i o n  as such. He is d i sc us s in g  a 
s i t u a t i o n  in which the tax  burden is  s h i f t e d  from the pro ­
du i t net  in such a way t h a t  i t  w i l l  f a l l  on c a p i t a l  advances.  
However, we might expect  t h a t  over  the long run a new c o s t -  
cover ing  e q u i l i b r i u m  should a d j u s t  i t s e l f  to t h i s  i n t r u s i o n  
o f  i n d i r e c t  t a x a t i o n .  In f a c t  the p h y s i o c r a t s  should 
expect  t h i s  to happen, f o r  they always m ai n ta in ed  t h a t  a l l  
taxes w i l l  in the end be passed on to the  p r o d u i t  n e t . Thus,  
these temporary d i s r u p t i o n s  a s i d e ,  the on ly  remaining o b j e c t ­
ion to i n d i r e c t  t a x a t i o n  is t h a t ,  owing to spec ia l  h i s t o r i c a l  
c ircumstances ,  i t  may have r e q u i r e d  g r e a t e r  expense in i t s  
adm Î n i s t r e  t ion.
CHAPTER 6 
TAXATION AND ECONOMIC POLICY
The p h y s i o c r a ts  were,  by bent o f  i n t e l l e c t ,  the  
most n a i v e l y  uncompromising o f  t h e o r i s t s .  A l l  quest ions  
o f  theory  and p o l i c y  were decided according to the l o g i c  
o f  t h e i r  nominal economic model.  They had such a r t l e s s  
f a i t h  in the un i v e rs a l  v a l i d i t y  o f  t h e i r  g e n e r a l i z a t i o n s  
t h a t  they would never f a l l  back on anyth in g  so lowly as 
i n t u i t i o n  or common-sense " r u l e s  of  thumb"; nor did they  
ever, l i k e  Adam Smith,  i n t i m a t e  some element o f  doubt or hide  
i t  behind a guarded phrase.  The reader  may number amongst
his  contemporar ies a few possessed o f  a s i m i l a r  degree o f  
conf idence (and thereby have some unders tanding o f  t h i s  type  
of  p e r s o n a l i t y ) ,  but t h i s  t r a i t  was much more common in the  
s o - a p t l y  named Age o f  Reason. The p h y s i o c r a t s  were
f o l l o w e r s  o f  the na t u r a l  law ph i losophy of  the t ime.  T h e i r  
basic  premise was t h a t  the whole of  na ture  and s o c i e t y  ran  
according to w e l l - o r d e r e d  p r i n c i p l e s  o f  movement, t h a t  i t  
was, so to speak,  one g i g a n t i c  c lockwork.  Moreover ,  the  
workings o f  t h i s  system, or so Quesnay t r i e s  to  convince us 
in h is  a r t i c l e  Pro i t  Nature I , is uncomp I i  cated enough t h a t  
d i l i g e n t  study should make i t  unders tandab le  to every one.
The p h y s io c r a ts  were c o n f i d e n t  t h a t  they had d isco vered  the  
key to the study o f  the s oc i a l  sc iences .  To begin w i t h .
237
they thought  t h e i r  mathemat ical  reason ing had placed t h e i r  
New Science on the h i ghe st  p o s s i b l e  s c i e n t i f i c  p lan e .  M i r a ­
beau des cr ibe s  the tab I eau-ana l y s i s  as '^calculs & r a i s o n n e -
I
mens Meta ph ys ic oge om etr ics . "  "Les c a l c u l s " ,  wrote  Ques­
nay f o r  Mi r a be a u 's  b e n e f i t  w h i l e  h is  d i s c i p l e  was working on 
Phi losoph i e R u r e I e , "sont  a la sc ience économique ce que les  
os sont au corps humain. Sans eux,  e l l e  s e r a i t  t o u jo u r s  
une science indetermînee ,  confuse,  e t  l i v r é e s  p a r t o u t  a
I * e r r o r  et  au pré jugé .  Sans eux,  t o u t  es t  doute ,  t o u t  est
2c o n t e s t a b l e  î c î  *  *  * "  Of course the diagrammatic  a n a l y ­
s i s  o f  the t ab l ea u  économique cannot be cons idered mathemat ic  
a n a l y s i s  as such, but i t  po in ted  in t h a t  d i r e c t i o n .  And one 
could h a r d l y  expect  the f i r s t  d i s c o v e r e r s  o f  the analogy  
between economic theory and 17 1h and 18th ce ntury  physics to  
take  themselves any less s e r i o u s l y  than do the s i m i l a r  enthus­
i a s t s  o f  today.  Besides t h i s ,  the p h y s i o c r a t s  had s t i l l  
oth er  reasons f o r  t h e i r  overweening i n t e l l e c t u a l  c o n c e i t .
The very foundat ions  o f  s o c i e t y ,  they reasoned,  were b u i l t
o f  t h a t  economic m a t e r i a l    the physics o f  which they were
so sure they had e x p l a i n e d .  "Le fondement de la s o c i é t é " ,
Quesnay t e l l s  us in h is  a r t i c l e  Pro î t  Na ture  I , "es t  la 
subsis tance  des hommes, e t  les r ic h e s s es  né ce ss a i res  a la
3
f o r c e  qui d o i t  les de fendre  *  *  * "  This idea suggested
_Z. Mirabeau, Élênens de l a  Philosophie Rurale (Haye, 1767), p .172,
2, Quoted from George Neul erase. Le Mouvement Phvsi ocrât i que en
France (P aris , 1910), Vol, I I ,  p ,144 ,
3 , Eugene D aire , Physiocrat es (P a ris , 1846), p ,5 4 .
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fo  them t h a t  the whole o f  h i s t o r y  could be given an
4
economic i n t e r p r e t a t i o n ,  though none o f  them a c t u a l l y  
got around to pursuing t h i s  t r a i n  o f  log ic *  The wide  
v i s t a s  r e v e a le d  by t h e i r  severa l  methods was enough in 
i t s e l f  to i n s p i r e  t h e i r  g re a t  enthusiasm f o r  the New Science.  
But,  as w e l l ,  we should always keep in mind t h a t  they were 
p o l i t i c a l  propagand i s t s preaching a con t r o v e r  sîa I Message 
o f  S a l v a t i o n .  A p o l i t i c a l  message cannot be compromised 
by " i f * s "  and " but * s " . This l e t t e r  mot ive was bound to
in t roduce  a dogmatic tendency o f  ye t  another  s o r t .
The whole o f  the p h y s i o c r a t s *  a p p l i e d  economic 
a n a l y s i s  begins wi th  the assumptions o f  the tab Ieau as i t  
is presented in the s t a t e  of  p e r f e c t  e q u i l i b r i u m .  Though 
they had a f a i r l y  good unders tanding o f  the e v o l u t i o n  o f  
economic i n s t i t u t i o n s  ( o r  at  l e a s t  they understood the  
development towards more c a p i t a l i s t  a g r i c u l t u r e  and i n d u s t r y ) ,  
one o f  t h e i r  most c h a r a c t e r i s t i c  f a u l t s  is too g r e a t  ab­
s t r a c t i o n  from the changing economic scene they say before  
them. For ins tance ,  the t a b I e a u  assumes c a p i t a l i s t i c  modes 
of  pr oduct ion  in a g r i c u l t u r e  and pure c o m p e t i t i o n  in a l l  
economic s e c to rs ,  whereas in r e a l i t y  c a p i t a l - i n t e n s i v e  a g r i ­
c u l t u r e  was f a r  from being the p r e v a i l i n g  mode o f  c u I t i vat i o n
4, Quesnay him self argues fo r  the rew ritin g  o f  h is to ry . He w rites  
on the manuscript o f  Mirabeau*s Philosophie R urale:
f*Les h isto riens ne s*attaohent quaux expeditions m il i ta ire s ,  
quaxLX m erveilleux, pour camser et intéresser le u r  lec teu rs , comme le s  
temps de guerre amusent le s  n o u v e llis te s , Les autheurs ignorent le  
fioy, la  conduit, les  avantages, et le s  desavantages de gouvernements, 
le s  é ta ts  de p ro s p érité  ou deperiseement des royaumes, le s  dxmgements 
dans le s  moeurs des nations et le s  autres objects le s  plus fondamentaux 
de 1 *h is to ire  d*ou dependent les  événements, le s  revo lu tions , et tous
le s  p a rts , le  bonheur, le s  malheur des peuples *  *
Georges Weulersse, Manuscripts Economique de Francois Quesnay et de
de Marquis de Mirabeau, p ,17 .
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în France and compef î+îon was g r e a t l y  r e s t r i c t e d  by 
p a t e r n a l i s t i c  government.  A b s t r a c t i o n  o f  t h i s  s or t  i s ,  
o f  course,  necessary i f  one is to de v is e  conceptual  t o o l s ,  
but one must make a l lowances in h is  use t h e r e o f  f o r  t h i s  
a b s t r a c t i o n  from r e a l i t y .  The p h y s i o c r a t s  did not .  A 
l amentable  example o f  t h i s  is t h e i r  assumption o f  p e r f e c t  
com pe t i t io n  when d e a l i n g  w i th  such a p r a c t i c a l  m at t e r  as 
t a x a t  ion.
The p h y s io c r a ts  were o f  the c o n v i c t i o n  t h a t  the  
tab Ieau econom i que proved the a b s o l u t e  harmony o f  a I I 
i n d i v i d u a l  i n t e r e s t s .  The p r o s p e r i t y  o f  each sector  was 
seen to depend upon the complementary p r o s p e r i t y  o f  every  
o t h e r .  As did every th i n g  e l s e ,  t h i s  p h y s i o c r a t i c  Na tura l  
Order r e q u i r e d  a b s o l u t e l y  f r e e  and e f f e c t i v e  c o m p e t i t i o n .
"La concurrence seule r e g i e  les p r i x  couran s: " ,  Mirabeau  
w r i t e s ,  " c * est c e t t e  loi  seule  qui d o i t  d e c id e r  dans les  
marches p u b l i c  & p a r t  i c u I 1 e rs ,  & vous ne devez po i n t  abuser  
du besoin pre ssant ,  ou de I * i m b é c i l l i t é  d ' a u t r e ,  pour me 
s o f f r i r  dans vos acha ts ,  ou pour s u r f a i r e  dans vos ventes;  
encore moins vous s e r v i r  de v o t r e  c r e d i t ,  de v o t r e  ascendant  
au author  i t e ,  pour empie ter  sur les d r o i t s  de v o t r e  procha in  
*  *  * "  Thus, e f f e c t i v e  c o m p e t i t i o n  would prevent  any one
from d r i v i n g  a hard barga in  by t a k i n g  advantage of  h is  
f i n a n c i a l  power or a u t h o r i t y ,  or  a n o t h e r ' s  c r e d u l i t y  or mis­
f o r t u n e .  The p h y s i o c r a t s ,  l i k e  some economist o f  a more 
recent  v i n t a g e  had a fond p r e d i l e c t i o n  f o r  com pe t i t io n  as 
the a r b i t e r  o f  economic c o n f l i c t .  P o s s i b l y ,  i t  is not  
whole ly  u n f a i r  to suggest t h a t ,  f o r  some persons o f  happy
5. Mirabeaxi, Elemens de 2a Philosophie R urale, p , Ix x x i,
2 4 0
or r e t i c e n t  d i s p o s i t i o n /  t h i s  c o n v e n i e n t l y  prec luded the  
unpleasant  problems o f  economic power. The p h y s io c r a ts  
a ls o  managed to ignore the i n t e r e s t s  o f  the emerging pro­
l e t a r i a n  c l a s s ,  d e s p i t e  the a t t e n t i o n  Bo is g u i I  I e b e r t  
d i r e c t e d  to the m a t t e r .  They even went so f a r  as to extend  
t h i s  i d y l l i c  order  o f  pure c o m pe t i t i o n  to  f o r e i g n  commerce; 
as i t  were,  they included the whole wor ld w i t h i n  the  
f e l i c i t o u s  f o l d  of  a s i n g l e  ta bIeau econom i que. "La Pa Î x 
*  *  Mirabeau t e l l s  us, "comprend non-seulement  la
l i b e r t é ,  mais encore I ' a m i t i é  & c o n f r a t e r n i e  qui est  de 
d r o i t  n a t u r e l  e n t r e  les hommes. Or,  non-seulement  c ' e s t  
r e n i e r  t o u t  a m i t i é ,  mais c ' e s t  a t t e n t e r  a la l i b e r t é  de vos 
v o i s i n s ,  que de leur  pr o h ib e r  I ' échange de leur  biens avec 
des v ô t r e s . "  The p h y s i o c r a ts  d id  not make a spec ia l
case o f  f o r e i g n  t r a d e ,  p o s s ib ly  because r e s t r i c t i o n s  on 
domest ic t ra d e  ( p a r t i c u l a r l y  on the g r a i n  t r a d e )  c re a t e d  a 
s i t u a t i o n ,  as between d i f f e r e n t  d i s t r i c t s  o f  France,  some­
what ak in  to t h a t  of  f o r e i g n  t r a d e  in which t h e r e  is immob­
i l i t y  o f  f a c t o r s  of  p rod uct ion  and f e t t e r s  r e s t r a i n i n g  the  
f r e e  f low of  commodit ies.  They seemed to assume t h a t  a l l  
such problems would van ish ,  once the wor ld was converted to 
f r e e  t r a d e .  They never bothered to dev ise  theory t h a t  
would take  in to  account i m m o b i l i t y ,  f r i c t i o n s ,  or government  
r e s t r a i n t s  o f  any s o r t .
This espousal o f  Harmonism was supported by a 
p r o p o s i t i o n  th a t  A l f r e d  Marsha I I was to c a l l  " the  d o c t r i n e
6. Mirabeau, Theorie de 1 *Impôt (1760), p . 100,
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o f  maximum s a t i s f a c t i o n "  - —  t h a t ,  given p e r f e c t
c o m p e t i t i o n ,  "a p o s i t i o n  o f  s t a b l e  e q u i l i b r i u m  of  demand
and supply is a ls o  a p o s i t i o n  o f  maximum s a t i s f a c t i o n . " ^
We r e f e r  the reader  back to Quesnay*s s tatement  t h a t  one 's
economic behaviour is such t h a t  he s t r i v e s  to o b t a i n  " t h e
g r e a t e s t  p o s s ib le  d i m i n u t i o n  of  expense *  *  *  w i th  the
8most s a t i s f a c t i o n  p o s s i b l e . "  Quesnay goes on to i n t i m a t e  
t h a t ,  when a l l  members o f  s o c i e t y  a re  a l l ow ed to a c t  on t h i s  
p r i n c i p l e ,  the sum t o t a l  o f  h e d o n i s t i c  income f o r  s o c i e t y  
as a whole w i l l  be maximized.  Mirabeau suggests the same 
idea ,  but in a less s c i e n t i f i c  manner t h a t  reminds one of  
Adam Sm i th 's  statements on t h i s  head. "La l i b e r t é  d o i t  
^ t r e  abandonnée",  he w r i t e s ,  "a la s a g a c i t é  des O u v r i e r s ,  
des En t re pr en eu rs  & des Gommer i canisdont l ' i n t é r ê t  p a r t i c ­
u l i e r  a g i t  t o u j o u r s ,  par la l i b e r t é  g é n é r a le  de la con cur r ­
ence,  a la avantage du P u b l i c . " ^  Quesnay gives f a i r l y
s o p h i s t i c a t e d  proof  f o r  the D o c t r i n e  o f  Maximum S a t i s f a c t i o n ,  
or a t  l e a s t  he poin ted  the way towards most t h i n k i n g  t h a t  
has been done on t h i s  s u b j e c t .  The recompense f o r  an 
economic s e r v i c e ,  he g ives  us to understand in the con tex t  
quoted above,  is reduced by c o m p e t i t i o n  to the lowest poss­
i b l e  Real Costs in terms o f  l a b o u r - p a i n  or o th er  s u b j e c t i v e  
m o t i v a t i o n s .  Each purchaser  of  goods and s e rv i c e s  t r i e s  
to o b t a i n  from s u p p l i e r s  maximum s a t i s f a c t i o n  a t  the lowest  
p o s s ib le  costs .  The only  impor tant  c o n s i d e r a t i o n  th a t  is 
miss ing from Quesnay' s f o r m u l a t i o n  o f  the max imiz a t io n
7. A lfred  Marshoü-l, P rin c ip les  o f Economics (Fourth E d ., 1898)p p .531—533.
8 . See chapter 4, pp. 179-180.
9 . Mirabeau, Philosophie RumLe (Amsterdam. 1764), V o l . I l l ,  p .99,
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problem is an e x p l a n a t i o n  o f  consumer cho ice .  Quesnay 
accepted t h i s  d o c t r i n e  so u n c r i t i c a l l y  as to  almost make 
i t  a canon o f  f a i t h ,  as did most n o n - s o c i a l i s t  economists  
throughout  the next c e nt ur y .  This d o c t r i n e  i s ,  as every  
one r e a l i z e s  by now, s u b je c t  to severa l  damaging q u a l i ­
f i c a t i o n s  ( i n  a d d i t i o n  to those admi t ted  by Marshal  I 
the most important  being t h a t  c o m pe t i t i o n  can never be so 
e f f e c t i v e  as to reduce a l l  f a c t o r  payments to Real Costs;  
every c lass  o f  income r e c i p i e n t  may, in some number o f  
c ircumstances ,  accrue an unearned increment .
For a l l  these reasons ,  the c h i e f  task of  economic
theory  and p o l i c y  was seen to  be a m ax i m i za t i o n  problem -----
to achieve  f u l l  employment o f  a l l  f a c t o r s  o f  p r o d u c t io n  and 
to  promote the g r e a t e s t  p o s s i b l e  accumulat ion o f  p r o d u c t i v e  
weal th  and the most e f f i c i e n t  d i r e c t i o n  o f  economic a c t i v i t y .  
T r a n s l a t e d  in to  a p l a i n  s tatement  o f  economic p o l i c y ,  t h i s  
meant,  more than anyth ing  e l s e ,  the i n t r o d u c t i o n  o f  the  
grande c u l t u r e . The ex per ie nce  o f  the E n g l is h  a g r i c u l t u r a l
r e v o l u t i o n  had shown t h a t  a g r i c u l t u r e  was the most promising  
sphere f o r  ga in ing  a l a r g e ,  immediate increase  in economic 
product ;  e s p e c i a l l y  so, s ince  i t  was by f a r  the l a r g e s t  
s i n g l e  economic s e c to r .  Quesnay and Mi rabeau were p r e ­
occupied wi th  the problems o f  the  farmei— e n t r e p r e n e u r ,  almost  
to the ex c l us i on  o f  e v e r y t h i n g  e l s e ,  but Baudeau and Turgot  
went on to extend the same p r i n c i p l e s  o f  c a p i t a l - i n t e n s i v e  
product ion  to cover c a p i t a l i s t i c  i n d u s t r y ,  which was then  
undergoing a per iod  of  a c c e l e r a t e d  development .  V e r i l y ,
10, This doctrine must, Marshall says, mahe the u n re a lis tic  assumption 
that equal sums o f  money measure equal u t i l i t i e s  fo r  a l l  concerned; 
moreover, improved modes o f  production may a llow  a f a l l  in  prices
th at does not in ju re  the producer, (Also both producers and 
consumers may accrue an unpaid surplus o f  hedonistic income, 7 
M arshall, lo c , c i t .
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+,he îmmedîa + e purpose and import  o f  p h y s i o c r a t i c  p o l i c y  
can be summed up în a s i n g l e  sentence:  i t  was to promote
the development of  C a p i t a l i s m .  Even the  p h y s i o c r a ts *  
advocacy o f  d e s p o t i c  monarchy, as Pro fe s s or  Schumpeter has 
poi n t e d  out ,^^ can be understood in t h i s  l i g h t ,  f o r  vested  
i n t e r e s t s *  o p p o s i t i o n  to  reforms could only  be n e u t r a l i z e d  
( w i t h o u t  a r e v o l u t i o n )  by forming an a l l i a n c e  w i t h  st rong  
monarchy. This a l l i a n c e  was not t h e r e f o r e ,  as one might  
suppose, i n c o n s i s t e n t  w i t h  t h e i r  championing o f  "economic 
l i b e r a l i s m "  and h o s t i l i t y  to p r i v i l e g e ,  but to the c o n t r a r y  
the very  reason f o r  i t .  The p h y s i o c r a t s  were a t  one w i th  
the m e r c a n t i l i s t s  in t h i s  d e s i r e  f o r  a st rong c e n t r a l  
government;  the two schools o f  thought  only d isagreed  as 
to how regal  power could best  be used in order  to f o s t e r  
c o n d i t i o n s  f a v o u r a b l e  to economic growth and development .
The ph y s i o c r a ts  gave two very d i f f e r e n t  reasons  
why a p u r e l y - c o m p e t i t  ive economic order  should promote a 
m ax im iz a t io n  of  the economic pr oduct .  F i r s t  o f  a l l ,  
c o m p e t i t i o n  would f o r c e  p r i c e s  to be reduced to the lowest  
po s s ib l e  economic costs.  Moreover ,  i t  would give mot ive  
f o r  t e c h n o l o g i c a l  i n n o v a t i o n .  Secondly,  only pure com­
p e t i t i o n ,  the p h y s i o c r a ts  reasoned,  could be t r u s t e d  to  
d i s t r i b u t e  income between d i f f e r e n t  economic sectors  in such 
a way as to  s t i m u l a t e  the  g r e a t e s t  p o s s i b l e  i n t r a - s e c t o r i a  I 
exchange o f  goods. (That  is to  say,  only  pure c om pe t i t io n  
could ensure a g a i n s t  d i s p r o p o r t i o n a I i t y  c r i s e s . )  M e r c i e r
11, Joseph Schumpeter, H is to ry  o f  Economic Analysis (New York, 1954)
p,229n.
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says on these s u b j e c t s : -
La concurrence dea agents de industrie  le s  
fo rce  de vendre le u r  ouvrages au raba is ; dès lo rs  
i l s  sont dans 1 * im po ssib ilité  de ne pas fa ir e  v a lo ir  
le s  production au p r o f i t  de ceux qui le s  fo n t re n a itre  
annuellement: d^un autre  coté, la  concurrence des
vendeurs de ces productions o ffre  pareillem ent au 
rabais le u r  marchandises a la  classe industrieuse; i l  
sont donc co n tra its  de l^associer a  le u r  jouissances, 
tandis q u H ls  le s  augmentent par son entremise. I l  
est c lc irque , par ce moyen, chacun achetant aussi bon 
marche q u H l d o it acheter et vendant aussi cher q u *il 
d o it vendre, i l  en res u ite  pour le s  uns et pour le s  
autres un grand in té rê t a m u lt ip lie r  le s  choses d o it  
i l s  s o it vendeurs, C^est a in s i qui l a  concurrence, 
régnant paisiblement dans le  sein de l a  l ib e r té ,  règ le  
sans violence * * * * IS
I t  should be a p p r e c i a t e d  t h a t  the  p h y s i o c r a t s  
i n s i s t e d  on a bon p r i x , a c o s t - c o v e r i n g  e q u i l i b r i u m  p r i c e ,  
f o r  the goods and s e r v i c e s  o f  a l l  s e c t o r s ;  t h i s  was no t ,
as has been o c c a s i o n a l l y  aspersed,  merely  a slogan f o r  high
a g r i c u l t u r a l  p r i c e s .  The p h y s i o c r a t s  were in agreement
w i th  Adam Smi th 's  c he a p nes s- and -p Ien ty  d o c t r i n e  -----  o r ,
more t r u t h f u l l y ,  f i l i a t e d  i t .  Quesnay's we l l -known maxim 
t h a t  "Abundance and dearness is opulence" i s ,  c o n t r a r y  to  
what i t  seems at  f i r s t  r e a d i n g ,  a p o l i t i c a l  s tatement  o f  the  
same persuasion.  This maxim was d i r e c t e d  a ga i n s t  the many 
schemes o f  the t ime f o r  f o r c i n g  down the p r i c e  of  g r a i n s  
which were c a l c u l a t e d  to succour the poor and s t a b i l i z e  
wages as a d i s c r i m i n a t o r y  a i d  to m an ufa c tu rer s .  Quesnay
12, D a ire , Physiocrat ea, p,494.
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wished to make a g r i c u l t u r e ' s  c la im f o r  c o s t - c o v e r i n g
I 3
p r i c e s ,  and nothing more. A l l  the p h y s i o c r a t s '
t h e o r i z a t i o n s  ( i n c l u d i n g  Quesnay's demand schedule ana­
l y s i s )  supports t h i s  i n t e r p r e t a t i o n .  The p h y s i o c r a t s  
were not t h e r e f o r e ,  as some have been led to  b e l i e v e ,  
i n f l a t i o n i s t s  simply because they i n s i s t e d  on a bon p r i x  
f o r  a g r i c u l t u r a l  and manufactured goods. Moreover ,  t h a t  
they were not i n f l a t i o n i s t s  should not be taken to imply  
t h a t  they were d e f l a t i o n i s t s .  To the c o n t r a r y ,  they  
f e a r e d  d e f l a t i o n  as such because they thought  i t  must 
n e c e s s a r i l y  cause b a n k ru pt c ie s  in view of  the e n t r e p r e n e u r s '  
heavy burden of  c o n t r a c t u a l  commitments. For t h a t  reason,  
Quesnay never ,  as did Adam Smith and Turg ot ,  cons idered  a 
f a l l  in p r ic e s  a d e s i r a b l e  e q u i l i b r a t i n g  movement, what ­
ever  the c i rcumstances;  f a l l i n g  p r i c e s ,  he reasoned,  
could only  be d e s i r a b l e  when they are  the r e s u l t  o f  i n c r e a s ­
ing pr o d u c t i v e  e f f i c i e n c y .
13, In  passing i t  might be mentioned that several commentators on 
the economic stagnation o f 18th century France gave an expdanation fo r  
i t  s im ila r  to that given by Quesnay, though without the p ro o f o f  h is  
comparatively re fined  input-^utput reasoning. James Perkins w rites :
”The commercial p o lic y  o f  Colbert was continued a f te r  h is  death, 
but we f in d  no signs o f  increasing p ro s p e rity , French industry, which
had always been thought to owe i t s  f i r s t  great development to th is  
in fluence, continued to diminish instead o f  increase fo r  more than 
t h i r t y  years a f te r  he died *  *  *  *  Hie trouble w ith French manufacturers
waa *  *  *  *  a lack o f  demand. Hie farmers were too poor to be la rge
consumers, A barefoot peasant, clothed in  rags and l iv in g  on chestnuts 
and black bread, had no money w ith which to purchase e ith e r the luxuries  
or the comforts o f  1 i fe ,^  France under the Regency w ith aReview o f
the Adm inistration o f  Louis X 7 I (Boston and New York, 1892), pp, 113, 114,
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The p h y s io c ra ts  accorded the cap I ta  I î s t - e n t r e ­
preneur  the c e n t ra l  p o s i t i o n  o f  economic power In t h i s  
c o m p e t i t i v e  economic o r d e r .  The economic man, a t tu ned  
to an expanding economic u n i v e r s e ,  had been the  p r o t o ty p e  
f o r  a l l  the m e r c h a n t - w r I t e r s o n  economic s ub j e c ts  (e ver  
since European s c h o l a rs h ip  had ceased to  be the  monopoly 
o f  the c l e r g y ) .  But the p h y s i o c r a t s  gave the  e n t r e p r e n e u r
a new importance.  F i r s t  o f  a l l ,  he was accorded g r e a t e r  
powers and d u t i e s  w i th  h is  d i r e c t o r s h i p  o f  the growing 
accumula t ion  o f  Real C a p i t a l .  The p h y s i o c r a t s  were amongst 
the f i r s t  (and c e r t a i n l y  the  most a r t i c u l a t e )  to  make the  
e n t r e p re n e u r  the pr imary agent  t h a t  d i r e c t e d  a l l  those  
p r o d u c t i o n - a l t e r n a t i v e s  t h a t  lend themselves to human 
d i r e c t i o n  -----  f o r  the r e s t ,  t r u s t  was g iven to the i n e x o r ­
a b l e  a r b i t r a t i o n  of  the c o m p e t i t i o n - d r i v e n  p r i c e  mechanism.  
The e n t r e p r e n e u r ' s  c h i e f  aim in l i f e  should be the improve­
ment o f  h is e s t a t e .  Above a l l ,  he should be a l i v e  to the  
o p p o r t u n i t i e s  o f f e r e d  by advanced technology .  " I I  nous 
f a u t " ,  w r i t e s  Baudeau, "un race nombreuse de f e r m i e r s  ou 
c u l t i v a t e u r s  en c h e f , qui a i e n t  acquis les connaissances de 
l eur  a r t ,  qui so ien t  animes par une grande emula t ion  a m e t t re  
l eur  s a v o i r  en usage, e t  qui possèdent de grands moyens 
d ' e x e r c e r  cet  a r t  product  i f , de le m a i n t e n i r ,  de le p e r f e c ­
t i o n n e r  de plus et  p l u s . "14 Le c u l t i v a t e u r  en chef  (o r
f a b r  i quer en chef  or e n t r e p r e n e u r  ) would advance al I the  
means o f  product ion ( i n c l u d i n g  the wages o f  labour )  which -----
14, D a ire , Physiocrat es, p ,700 .
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as Baudeau so p î + h î l y  s t a t e s  i t  ------- he conducts as pro ­
d u c t i v e  ensemble (ensemble de l ' e x p l o i t a t i o n ) .  "Le 
c u l t i v a t e u r  en c h e f , "  Baudeau t e l l s  us,  "es t  c e l u i  qui  
f a i t  a ses d /pens ,  à ses r i s q u e s ,  p é r i l s  et  f o r t u n e s ,  les  
avances de ces p r é p a r a t i f s  e t  de ces procédés;  qui en 
d i r i g e  par son s a v o i r  tous les t ra va ux  j o u r n a l i e r s ,  qui  
dispose des ins t ru men ts ,  des animaux e t  des hommes, qui  
ordonne l ' e m p lo i  de leur  temps et  de leur  f o r c e s ;  qui  
condui t  e n f i n ,  pour son propre compte, t o u t  l ' ensemble
15 .de l ' e x p l o i t a t i o n . "  The c a p i t a l i s t - e n t r e p r e n e u r ' s
personal  d r i v e s  were f o r m a l i z e d  f o r  the purpose o f  economic 
t heory  by the dictums of  s e l f - i n t e r e s t  t h a t  u n d e r l i e  the  
D o c t r i n e  o f  Maximum S a t i s f a c t i o n .  I t  would be c o n t r a r y  
to h is  personal  i n t e r e s t ,  Quesnay suggests,  f o r  him to do 
manual labour  h i m s e l f  because he would ga in  a g r e a t e r  
s a t i s f a c t i o n  by h i r i n g  o t h e r s .  I t  was expected t h a t
the c a p i t a l  i s t - e n t r e p r e n e u r  should have no l o y a l t y  f o r  
the p a t e r n a l i s t i c  economic order  o f  the pa s t .  He was to  
dest roy  by enc losure  the l a s t  remnants o f  f e u d a l i s m  in 
a g r i c u l t u r e  and subvert  the p r i v i l e g e  o f  the g u i l d s  in 
manufactures.  His only  master  was to be the c o m p e t i t i o n -  
dr iv e n  p r i c e  mechanism ordered by impersonal r u l e s  o f  
economic c o n t r a c t .  I t  was obvious enough, a t  l e a s t  to  
these f a r - s e e i n g  t h e o r i s t s ,  t h a t  c a p i t a l i s t i c  in d u s t ry  and 
a g r i c u l t u r e ,  under the d i r e c t i o n  o f  the c a p i ta I i s t - e n t r e ­
preneur  w i th  h is  vast  p r o d u c t iv e  r es our ce s ,  had such
15. Ib id . , p . 697.
16. Again, we re fe r  the reader to  that quotation from Quesnay that 
we have translated  in  Chapter 4 , pp .179^160,
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enormous advantages t h a t  i t  would com ple te ly  supersede  
a l l  e x i s t i n g  economic o r g a n i z a t i o n ,  were on ly  i t  p e r m i t t e d  
to  show what i t  could do. For these reasons ,  phys io­
c r a t  i c reform was more than an y t h in g  e l s e  a campaign o f  
d e s t r u c t i o n  d i r e c t e d  a g a i n s t  economic i n s t i t u t i o n s  t h a t  
had a l r e a d y  served t h e i r  purpose.  Once the rub b l e  had 
been c l e a r e d  away, the  e n t r e p r e n e u r ,  o p e r a t i n g  w i t h i n  
the c o m p e t i t i v e  mechanism, was expected to prov id e  the  
only  economic p lanning needed f o r  f u t u r e  progress .
The p h y s io c r a ts  were by no means the  f i r s t  v o t a r i e s  
o f  the Co mp e t i t iv e  Order .  England produced a t  l e a s t
a few economic t h e o r i s t s  who were to v a ry in g  degrees f r e e  
t r a d e r s ,  such as C h i l d ,  Devenant ,  Barbon,  and North .
In th e  e a r l y  l75 0*s  H e r b e r t  ( p o s s i b l y  f o l l o w i n g  B o is -  
g u i H e b e r t ' s  example)  made h is  famous advocacy f o r  the  
u n r e s t r i c t e d  c u l t i v a t i o n  o f  v ines  and f o r  f r e e  n a t i o n a l  
and i n t e r n a t i o n a l  t r a d e  in g r a i n s .  His c h i e f  argument  
was t h a t  t h i s  p o l i c y  would ensure a more s t a b l e  p r i c e  and 
abundant supply o f  a g r i c u l t u r a l  products than r e g io n a l  or  
n a t i o n a l  au ta rch y;  the p h y s i o c r a t s  added l i t t l e  to
these arguments t h a t  was new. A c l i m a t e  o f  op i n io n  
f a v o u r a b l e  to " l i b e r a l  economic p o l i c i e s "  a r r i v e d  somewhat 
l a t e r  in France than i t  d id in England.  The economic 
l i b e r a l i s m  of  Bo isgu i I  I e b e r t , a mere s i x t y  years  be fore  
the p h y s i o c r a t s ,  was c o m pl e te ly  out  o f  step w i t h  the t imes.  
S t i l l ,  i t  is not d i f f i c u l t  to account  f o r  the r e a c t i o n  
a g a i n s t  government sponsorship o f  i n d u s t ry  end p a t e r n a l -
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î s t î c  economic o r g a n i z a t i o n  t h a t  occurred in France  
d u r i n g  the l a s t  h a l f  o f  the 18th c e n t u r y .  I t  s imply  
came to  be r e a l i z e d  a t  t h i s  l a t e r  date t h a t  some very  
v igorous  economic growths had token ro ot  (both under  
the aeg i s  o f  m e r c a n t i l i s t  p o l i c y  and o f  themselves)  
t h a t  would best  prosper  i f  l e f t  a l o n e .  There was a 
growing clamour in both France and England,  as the 18th 
ce nt ur y  progressed,  a g a i n s t  the s u r f e i t  o f  b u r e a u c r a t i c  
o v e r - a d m i n i s t r a t i o n ,  p a r t i c u l a r l y  on the po r t  o f  i n d i v i d ­
u a l l y  oppressed m e r c h a n t - c a p i t a l i s t s .  There was, in  
France,  a broad p r o t e s t  a g a i n s t  the g u i l d  o r g a n i z a t i o n  
o f  manufac tures ,  g e n e r a l l y  on the grounds t h a t  i t  con­
s t i t u t e d  monopole which r e s u l t e d  in u n j u s t  p r o f i t s .  In 
the main,  the ph y s i o c r a ts  merely summed up the arguments  
o f  t h e i r  predecessors and con tem po rar ie s ,  but they mode 
a r e a l  s u b j e c t i v e  c o n t r i b u t i o n  in t h a t  they were the  
f i r s t  to p e r c e iv e  t h a t  the development o f  more c a p i t a l -  
i n t e n s i v e  modes o f  p r o d u c t i o n ,  in both in d u s t ry  and a g r i ­
c u l t u r e ,  was g i v i n g  g r e a t e r  weight  to  these some arguments.
The p h y s i o c r a t s '  Programme f o r  the a g r i c u l t u r a l  
se c to r  cent red  on the i n t r o d u c t i o n  o f  the c a p i t a l - i n t e n s i v e  
grande c u l t u r e . Ap ar t  from the d i s r u p t i o n  caused by the  
v i c i o u s  tax  system, the compara t ive  barrenness o f  French  
a g r i c u l t u r e  could be c h i e f l y  blamed on the outdated open-  
f i e l d  system of  lend t e n u r e .  The peasant  hold ings  were 
too smell  f o r  e f f i c i e n t  produc t ion  and g r a i n s  were c u l t i ­
vated to the ex c l us io n  o f  o t h e r  crops and animal husbandry.
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The o p e n - f i e l d  system f o r c e d  every member o f  the r u r o l  
community to f o l l o w  the  slowest  and most backward 
method o f  cropp ing .  The e l o n g a t e d ,  s c a t t e r e d ,  un­
enc losed ho ld ings  caused the peasants to waste much 
t ime simply going from one f i e l d  to a n o th e r .  The in ­
cessant  c u l t i v a t i o n  o f  g r a i n s  exhausted the s o i l  and 
could o n ly  be pe r pet uat ed  by the a r c h a i c  t h r e e - f i e l d  
system o f  crop r o t a t i o n .  Wheat and rye would be
sown one y e a r ,  b a r l e y  and oats  the n e x t ,  and the t h i r d  
year  the land would l i e  f a l l o w  so t h a t  i t  might  recover  
f o r  the next  crop.  By August the g r o i n  crop had to
be harvested  because then the c a t t l e  and sheep were 
a l lowe d to  run f r e e  over  the  s t u b b l e .  This p r a c t i c e  
o f  v a i ne pâ t ur e  cont inued u n t i l  February and so no w i n t e r  
crop was p o s s ib le .  At  t h a t ,  the va i ne pâ t u r e  and commons 
o f f e r e d  scanty g r a z i n g ,  and so the oxen used as draught  
animals  were scrawny, and the sheep were o f  h a r d l y  any 
va lue  except  as manure producers .  The unsegregated  
animals  were s u s c e p t i b l e  to d iseases  and degenerated  
through promiscuous bre ed i ng .  Worst o f  a l l ,  a l l  plowing  
and h a r v e s t i n g  had to be done a t  the same t ime in the open 
f i e l d s ,  and so i t  was f o o lh a r d y  to t r y  to in t ro du ce  im­
proved s t r a i n s  o f  g r o in  f o r  f e a r  t h a t  they might  r i p e n  a t  
a d i f f e r e n t  t ime than those on ne ighbour ing  p l o t s .  This  
a ls o  accounts f o r  the f a c t  t h a t  such soi I - b u i I d i n g  fo ra ge  
crops as lucerne ( a l f a l f a )  and s a i n f o i n  ( l o t u s ) ,  and t u r ­
n i p s ,  were not adopted,  though t h e i r  m e r i t s  were w e l l -
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known. Furthermore,  the absence o f  decent  fo r a ge  
crops r e s u l t e d  in poor animal  husbandry and a c r i t i c a l  
lack o f  manures. For a l l  these reasons,  the p r e v a l e n t  
system of  land tenure  was so i n f l e x i b l e  t h a t  i t  could  
not accommodate any c o n s id e r a b l e  t e c h n o l o g i c a l  improve­
ment; in a word, the farmei— e n t r e p r e n e u r  d id  not have 
s u f f i c i e n t  freedom to empky h is  manager ial  t a l e n t s  to  
advantage .  A g r i c u l t u r a l  improvement,  the p h y s i o c r a t s  
reasoned,  could only  be brought  about by enc losure  and 
the i n t r o d u c t i o n  o f  " h ig h - f a r m i n g "  a f t e r  the  En g l is h  
e x p e r i e n c e .  Granted ,  t h i s  was an e x c e l l e n t  ready-made
example f o r  economic development ,  but the p h y s i o c r a t s  
seem to have been com ple te ly  b l i n d  to  s oc i a l  problems  
t h a t  a re  on In s e p a ra b le  consequence o f  t h i s  a g r i c u l t u r a l  
r e v o l u t i o n .  The peasants in p a r t i c u l a r  could be ex­
pected to r e s i s t  change; they were seldom prosperous,  
but a t  l e a s t  I ' o n e i en reqime o f f e r e d  them a measure o f  
s e c u r i t y .  The peasants had become h a b i t u a t e d  to  a soc ia  
and economic order  t h a t  could only  e x i s t  as an o r ga n ic  
whole,  no aspect  o f  which could be m o d i f ie d  w i t h o u t  break­
ing up the e n t i r e  complex.  N o tw i t h s t a n d i n g  t h i s ,  the  
p h y s i o c r a t s  took i t  f o r  granted t h a t  t h i s  t r a n s i t i o n  to  
c a p i t a l i s t i c  a g r i c u l t u r e  would occur o f  i t s e l f  i f  only  
the way were prepared by removing government r e s t r i c t i o n s  
t h a t  a r t i f i c i a l l y  depressed the p r i c e  o f  a g r i c u l t u r a l  
produce.  This was not  a com ple t e ly  unreasonable ex­
p e c t a t i o n  in view o f  what a c t u a l l y  happened in England,
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but the same example should have shown the p h y s i o c r a t s  
an impor tant  exc ept ion  to t h e i r  theory  o f  u n i v e r s a l  
s oc ia l  harmony.
Government r e s t r i c t i o n s  i n t e r f e r e d  in severa l  
ways w i t h  the e n t r e p r e n e u r ' s  freedom of  a c t i o n .  The 
most t roublesome was the cheap g r o i n  p o l i c y .  There 
were many a t t em pts  to r e s t r i c t  the c u l t i v a t i o n  o f  v ines  
in or de r  to  d i v e r t  more I and to g r o i n  p ro d u c t i o n .  The 
p r i c e  o f  g r a i n  was o f t e n  d i r e c t l y  c o n t r o l l e d  to  the ad­
vantage o f  the  consumer. Such d i scr  imi na t o r y  p o l i c i e s ,  
the p h y s i o c r a t s  argued,  d id  not h in g  but harm, because 
they cut  the f a r m e r s '  income and a b i l i t y  to accumulate  
c a p i t a l .  For the long run,  the accumula t ion o f  c o s t -  
saving c a p i t a l  was considered the most promising means 
f o r  lower ing the  p r i c e  o f  form commodit ies.  Moreover ,  
poor t r a n s p o r t a t i o n  in the  i n t e r i o r  o f  France and i n t e r n a l  
t o l l s  made i n t r o - r e g i o n a l  t r a d e  in farm commodit ies so 
u n c e r t a i n  t h a t  even local  governments were compel led to  
t r y  to ach iev e  g r a i n  a u t a r c h y .  They t r i e d  to p r o h i b i t  
the shipment o f  g r a i n s  out  o f  t h e i r  d i s t r i c t s  dur ing  lean  
y e a rs .  He r be r t  and the p h y s i o c r a t s  p o in t e d  out t h a t  
the normal p r i c e  o f  g r a i n s  would be g e n e r a l l y  lower and 
more s t a b l e  f o r  a l l  r e g i o n s ,  i f  u n f e t t e r e d  and v igorous  
domest ic c o m p e t i t i o n  in g r a i n s  could somehow be brought  
about .  Of course,  t h i s  l i b e r a l  g r a i n  p o l i c y  pre ­
supposed t h a t  the government would use i t s  a u t h o r i t y  to  
do away w i t h  i n t e r n a l  t o l l s  and take  a f i r m  hand in the  
improvement o f  t r a n s p o r t a t i o n .  The p h y s i o c r a t s
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r q a l î z e d  t h a t  e f f e c t i v e  compet i t ion  f o r  a l l  kinds of  
commodit ies r e q u i r e s  cheap t r a n s p o r t a t i o n  and so they  
were vocal proponents of  road and canal b u i l d i n g  schemes 
of  a I I  s o r t s .
The phys ioc ra ts  were proponents of  f r e e  com pet i t ion  
in the manufactur ing sector  f o r  s i m i l a r  reasons.  Quesnay 
and Mirabeau c h i e f l y  complained t h a t  the C o ur t - m a i n ta i n e d  
l u x u r y - i n d u s t r i e s  were an excessive burden on the count ry  as 
a whole and t h a t  g u i l d  o r g a n i z a t i o n  o f  manufac turers  r e ­
s t r i c t e d  com pet i t ion  and promoted monopoly p r i c e s .  But 
Baudeau a lso  argued t h a t  p r o t e c t i o n  f o r  the g u i l d s  r e s t r i c t e d  
e n t r y  f o r  c a p i t a l i s t i c  f a c t o r y  pro duc t i on .  "La é ta b l i s s em e nt  
des grands e t  f o r t s  a t e l i e r s ,  sous la d i r e c t i o n  de chefs  
opulents  et  i n d u s t r i e u x , "  he w r i t e s ,  "tend done a procure au 
meme p r i x  un plus grande somme de jou issances  plus agreeab les  
*  *  *  Mais si la d i s t i n c t i o n  des o u v r i e r s  en m a î t r e s ,  chefs  
ou d i r e c t e u r s  des f a b r i c a t i o n s ,  et  en simples manoeuvres ou 
compagnons, comme i l s  s ' a p p e l l e n t ,  est  purement f a c t  I ce; si 
e l l e  est  appuyee sur des p r o h i b i t i o n s ,  des p r i v i l è g e s  ex­
c l u s i f s ,  des f o r m a l i t é s  et  des e x a c t i o n s ,  a l o r s  e l l e  est  
n u s i b l e  au l i e u  d ' e t r e  p r o f i t a b l e  p u i s q u ' e l l e  tend a dim­
inuer  les j* ou î ssances,  a augmenter le p r i x  et  a l t e r e r  la 
qual i té" ,  au l i e u  de procurer  le bon marché des sub­
s is ta n c e s  e t  l eur  a m é l i o r a t i o n . " ^ ^  The ph ys ioc ra ts
used t h e i r  j ournaI  s to d i r e c t  an u n r e m i t t i n g  barrage of  
propaganda aga ins t  the g u i l d s .  Though i t  is easy to be­
l i t t l e  the i n f lu e n c e  of  t h e i r  pure economic theory on the
17, D aire , Physiocratea, p ,715.
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the  a c tu a l  course o f  French economic h i s t o r y ,  t h e r e  is  
no doubt but t h a t  propaganda o f  t h i s  order  had a t e l l i n g  
e f f e c t  on p u b l i c  o p i n i o n .  The p h y s i o c r a t s *  p a r t i c u l a r  
brand o f  economic l i b e r a l i s m  r e c e i v e d  a symp ath et i c  
response amongst those m e r c a n t i l e  and i n d u s t r i a l  c a p i t a l ­
i s t s  who stood to b e n e f i t  by t h e i r  programme; the more 
so, because they o f f e r e d  commerce and I n d us t r y  complete  
immunity from t a x a t i o n .  That t h e i r  s logans a t t r a c t e d  
a le s s e r  f o l l o w i n g  than those o f  Adam Smith Is In p a r t  
owing to the lower s tage o f  development o f  the French 
as compared to the E n g l i s h  economy.
The p h y s i o c r a t s  were tho roughly  conscious o f  the  
f a c t  t h a t  balanced economic development r e q u i r e d  a con­
s i d e r a b l e  investment  In the p u b l i c  s e c t o r ,  in avances 
souvera ins  as they c a l l e d  i t .  We have a l r e a d y  mentioned  
t h e i r  i n t e r e s t  in p u b l i c  t r a n s p o r t a t i o n .  But ,  besides  
t h i s ,  they thought  t h a t  the d i s s e m in a t io n  o f  t e c h n o l o g i c a l  
knowledge was a pr ima ry  r e s p o n s i b i l i t y  o f  the  government.  
The members o f  the p h y s i o c r a t I c  c i r c l e  took a personal  
I n t e r e s t  In the o r g a n i s a t i o n  and work o f  var i ou s  a g r i ­
c u l t u r a l  s o c i e t i e s .  They proposed t h a t  e n t e r p r i s e  in 
a g r i c u l t u r e  and manufac turers  should be encouraged by a 
vast  a r r a y  o f  p u b l i c  honours,  medals,  b o u n t ie s ,  e t c .  Th e i r  
i n t e r e s t  was by no means conf ined to a g r i c u l t u r e  a lon e .  
Baudeau in p a r t i c u l a r  gained an a p p r e c i a t i v e  audience  
amongst raanufac turers .  He was one o f  the founders
of  the Soc i é t ë  I I b r e  d * ému I a t  i on, a s o c i e t y  devoted to
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t h e  encouragement o f  inventors*
We might  make a few conc lud ing remarks on the  
p h y s i o c r a t s *  f o r e ig n  t r a d e  the or y  be f ore  moving on to  
the many aspects o f  economic p o l i c y  cons idered under  
the  genera l  heading o f  t a x a t i o n  problems* The physio­
c r a t s  ( w i t h  the ex c e pt io n  o f  Tu rgo t )  showed l i t t l e  undei— 
stand ing  o f  t h a t  f o r e i g n  t r a d e  mechanism t h a t  r e g u l a t e s  
pr o d u c t io n  f o r  f o r e i g n  t ra d e  between n a t i o n s  by the agency 
o f  the i n t e r n a t i o n a l  money market .  T h e i r  emphasis on 
commercial  paper and n o t io n  t h a t  money is l a r g e l y  a 
n e u t r a l  agent  argued a g a i n s t  changes in the q u a n t i t y  o f  
money being a s i g n i f i c a n t  de te rm ina nt  o f  compara t ive  
p r i c e s .  They were more i n t e r e s t e d  in v a r i a t i o n s  In the  
q u a n t i t y  and p r i c e  o f  a g r i c u l t u r a l  p r od uc t i on  caused by 
exogenous i n f l u e n c e s  such as the weather .  But i t  must
be a d m i t t e d  t h a t  t h i s  emphasis was not com ple t e ly  mis­
placed a t  a t ime when t r a d e  in a g r i c u l t u r a l  commodit ies  
s t i l l  had such a gr e a t  r e l a t i v e  importance.  G ra i n ,  
one should remember, was by f a r  the most impor tant  wage 
goods and so i t s  p r i c e  a f f e c t e d  costs in every  p a r t  o f  
the economy. Many o f  the more important  expo r t  manu­
f a c t u r e r s  moreover,  such as wool len and l e a t h e r  goods,  
v i n t r y ,  e t c . ,  were s t i l l  t i e d  to the v a g a r ie s  o f  the  
r u r a l  scene. U n f o r t u n a t e l y ,  the  physiocrats*  reasoning
on f o r e i g n  t r a d e ,  a good p a r t  o f  i t  v a l i d  as f a r  as i t
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went,  d id  not go much f u r t h e r  than t h i s .  They adm i t t ed
28. Quemay^a cowmnta on fo re ign  trade in h is  a r t ic le  ”Hoimves  ^
are representative o f  the physiocrats* reasoning on th is  subject.
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t h e  p o s s î b î l î + y  of  an export  surplus  but d id not  
e nq ui r e  i n t o  r e a c t  Ions t h a t  might  c ou n t e ra c t  I t .  They
were content  w i t h  the spur ious argument t h a t  no n a t i o n  
should ever  pursue a p o l i c y  d i r e c t e d  to  o b t a i n i n g  an 
"excess" o f  money over and above t h a t  r e q u i r e d  to t r a n s ­
a c t  normal t r a d e ;  such a p o l i c y  would serve no good 
purpose,  they reasoned,  s ince  consumption and not the  
accumula t ion o f  prec ious  meta ls  q s  such is the l e g i t i m ­
a t e  aim o f  a l l  economic a c t i v i t y .  In any e v e n t ,  the  
p h y s i o c r a t s  were too concerned about another  s o r t  o f  
problem to make much ado about the balance o f  t r a d e .
T h e i r  c h i e f  i n t e r e s t  in f o r e i g n  t r a d e  was to show t h a t  
f r e e  t ra d e  in g r a i n s  would,  in view o f  the wor ld p e n t -  
up demand f o r  farm commodit ies,  set  an i n t e r n a t i o n a l  
common p r i c e  ( p r i x  communs), in good and bad years  a l i k e ,
in excess o f  the bas ic  p r i c e  ( p r i x  fondamental )  -----  the
b as ic  p r i c e  being t h a t  which covers the costs o f  pro­
d u c t i o n  (e x c l u d in g  p r o f i t s ) .  Any p r i c e  which "procured
a ga in s u f f i c i e n t  to g iv e  mot ive f o r  the maintenance or
I Q
augmentat ion o f  produ ct ion "  was considered a bon p r i x .
Gra in  auta rch y  would,  Quesnay*s demand schedules show 
20us, cause farm income to f a l l  to such an e x te n t  in 
years o f  abundant harvest  t h a t  t h e r e  would be no i n c e n t i v e  
f o r  inc r e a s in g  pro d uc t i on .  Whereas f r e e  t r a d e  would 
ensure t h a t  the p r i c e  f o r  g r a i n  would be high and com­
p a r a t i v e l y  i n e l a s t i c  in the face  o f  i n c r e a s in g  p r od uc t i on ;
iP. Quesnay gives these d e fin itio n s  in  a r t ic le  **Hojrmes**, reprin ted  
in  Francois Quesnay & La Physiocratie (P a ris , 1958), p . 529,
20, S im ila r demand schedules appear in  the a r t ic le  **HoTmes** and in  
the aforementioned a r t ic le  **Qrains".
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t h i s  would cause the surplus  a v a i l a b l e  f o r  r e n t s  and 
p r o f i t s  (and f u r t h e r  accumula t ion)  to a c t u a l l y  increase  
in abundant y e a rs ,  f o r  t h e r e  would be only  a s l i g h t  
f a l l  in the p r i c e  o f  g r a i n s .
I . Quesnay on T a x a t io n .
We have a l r e a d y  reviewed the e s s e n t i a l  l o g i c  o f  
the p h y s i o c r a t s *  theory o f  t a x a t i o n  in prev ious  c h a p te r s ,  
and so, a f t e r  a few summary remarks on the same, we w i l l  
cons ider  t h e i r  a p p l i c a t i o n  o f  t h i s  theory  as a measure 
o f  re f or m.  Many economic t h i n k e r s  had a l r e a d y ,  in
the h i s t o r i c a l  contex t  o f  p r e - i n d u s t r i a  I s o c i e t i e s ,  
advanced the idea t h a t  a l l  o r ,  a t  l e a s t ,  most taxes  
f i n a l l y  f a l l  on the land.  Furthermore,  some e a r l y  econ­
omis ts ,  most not ab ly  John Locke,  hod a l r e a d y  o u t l i n e d  the  
r e q u i s i t e  c o n d i t i o n s  f o r  t h i s  to be t r u e .  We might  b r i e f l y  
l i s t  these c o n d i t i o n s .  F i r s t  o f  a l l ,  land must be the  
only  f a c t o r  o f  p roduct ion  to accrue an economic r e n t .  The 
p h y s i o c r a t s  took t h i s  f o r  gra nte d .  I t  was not u n t i l  l a t e  
in the  19 th century  t h a t  any number o f  economists ceased 
to  regard  r e n t  as a unique k ind o f  income. Not u n t i l  
then was i t  w id e ly  understood t h a t  the  unearned increment  
paid to  s u p p l i e r s  of  economic s e rv i c e s  o t h e r  than the  
n a t u r a l  agents (by r i g h t  o f  monopoly c ont ro l  over  a l i m i t e d  
supply ,  no m at te r  how temporary)  is an income o f  e x a c t l y  
the same k ind as land r e n t .  Secondly,  t h a t  a f a c t o r  o f  
pr od uct ion  does not  accrue an economic r e n t  must mean t h a t  
i t s  supply o f f e r e d  f o r  economic use v a r i e s  d i r e c t l y  w i t h  
i t s  r a t e  o f  payment. John Locke simply observed t h a t
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t h i s  îs g e n e r a l l y  t r u e  f o r  both labour  and c a p i t a l .
Quesnay, always the very model o f  a p e r f e c t  t h e o r i s t ,  
cast  these same o b s e rv a t i o n s  i n t o  a t h e o r e t i c a l  f o r m u l ­
a t i o n ,  propounding the theor y  t h a t  the  i rksomeness of  
l abour  ( t r a v a i l  p e n i b l e )  accounts f o r  the f a c t  t h a t  one 
must pay a h igher  and h i g he r  wage to o b t a i n  the r e q u i s i t e  
amount and i n t e n s i t y  o f  l abour .  His s u b j e c t i v e  theory  
was made l a r g e l y  complete,  f o r  the o th er  f a c t o r s  o f  pro­
d u c t i o n ,  by such s tatements  as t h a t  the c a p i t a l i s t -  
f armer must o b t a i n  a p r i c e  f o r  h is  produce which "procures  
a ga in  s u f f i c i e n t  to g ive  mot ive f o r  the maintenance or  
augmentat ion o f  p r o d u c t i o n . "  The t h i r d  c o n d i t i o n  f o r  
the s i n g l e  tax theory  is t h a t  c om p e t i t i o n  amongst a l l  
kinds  of  labour ,  and every  c l a s s  o f  c a p i t a l i s t  in every  
i n d u s t r y ,  must be so in tense  t h a t  the economic payments 
they r e c e i v e  a re  in f a c t  d r i v e n  down to  the Real Costs o f  
pr o d u c t i o n .  The p h y s i o c r a t s  were we l l  aware t h a t  t h i s  
was not the case;  hence,  t h e i r  compla in ts  about monopIe. 
Y e t ,  th roughout ,  they i n s i s t e d  on reasoning about p r a c t ­
ic a l  problems o f  t a x a t i o n  on the assumption t h a t  t h e i r  
nomina l ,  pure I y - c o m p e t i 1 1ve economic model corresponded  
to the rea l  f a c t s  o f  economic e x i s t e n c e .
At l e a s t  we cannot quar re l  w i th  the formal  l o g i c  
of  the s i n g l e  tax  t h e o r y ,  given the p h y s i o c r a t s *  assumpt­
ions.  Taxes on n o n - r e n t a l  incomes and commodit ies must 
r a i s e  the p r i c e  o f  the cor responding economic s e r v i c e s  
and these commodit ies to the f u l l  e x te n t  o f  the tax
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(assuming,  as the p h y s i o c r a t s  d i d ,  t h a t  c o m p e t i t i o n  has 
reduced a l l  payments to supply p r i c e s ) .  The f u l l  sum 
o f  these taxes w i l l  be passed on to the  la n d l o r d  in two 
ways: f i r s t  o f  a l l ,  in the form o f  increased p r i c e s
f o r  the  commodit ies he h i m s e l f  buys; and, secondly ,  
the same inc rease  in the p r i c e  o f  commodit ies and h i g h e r  
wages w i l l  odd to  h is  ten a nt s *  Real Costs,  which must 
r e s u l t  in lower r e n t s  a t  the renewal  o f  h is  leases .  There  
are  o f  course o t h e r  k inds o f  r e a c t i o n s  to increased commod­
i t y  and f a c t o r  p r i c e s .  The consumer * s l e ss er  r e a l  i n ­
come ( a f t e r  exc is e  and income t a x e s )  may f o r c e  him to cut  
his  demand f o r  commodit ies and the e n t r e p r e n e u r  * s h i g h e r  
commodity and labour costs may f o r c e  him to d e p l e t e  h i s  
c a p i t a l  e s t a b l i s h m e n t .  The p h y s i o c r a t s  e s p e c i a l l y  f e a r e d  
the l a t t e r  e v e n t u a l i t y  in view o f  the  e n t r e p re n e u r  * s heavy 
c o n t r a c t u a l  commitments. Quesnay*s a r t i c l e  " Impôts"
(which,  i n c i d e n t l y ,  was not  pub l ish ed  in h is  own l i f e t i m e )  
is a f a i r l y  complete summary o f  the  Master  * s own under­
s ta n d i n g  o f  the s i n g l e  tax  t h e o r y .  I t  o u t l i n e s  the  
g r e a t e r  p a r t  o f  the formal  l o g i c  o f  the theory  and most o f  
i t s  i m p l i c a t i o n s  f o r  p o l i c y .
The p h y s i o c r a t s  a re  g e n e r a l l y  reputed to have 
d o g m a t i c a l l y  a s s e r t e d  t h a t  the on ly  l e g i t i m a t e  tax  is a 
d i r e c t  ta x  on the net  r e n t  o f  a g r i c u l t u r a l  land.  This is  
not q u i t e  t r u e .  Al though most o f  Quesnay*s d i s c i p l e s  were 
uncompromising in t h i s  b e l i e f  ( Turgot  more than any o t h e r ) ,  
he h i m s e l f  and Mi r abeau ,  h is  c l o s e s t  coI I a b o r a t o r , f r e q u e n t l y
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advocated t a x a t i o n  on a wide range of  t h in g s  from s a l t  
basins to c i t y  p r o p e r t y .  This cannot be dismissed as 
an a b e r r a t i o n a l  op i n i o n  expressed in a p e r i od  when they  
were f o r m u l a t i n g  t h e i r  d o c t r i n e s ;  i n d i r e c t  taxes o f  
t h i s  s or t  a re  recommended by Quesnay h i m s e l f  in h is  
a r t i c l e s  "Fermiers"  and " I mp ôt s" ,  and they are  s t i l l  
given support  in the p h y s i o c r a t s *  t e x t  book on t a x a t i o n .  
Thé or ie  de I * Impôt ( I 7 6 0 ) ,  which was w r i t t e n  by Mirabeau  
under Quesnay*s e d i t o r s h i p .  How is t h i s  p o l i c y  to  be
r e c o n c i l e d  w i t h  the more usual a s s e r t i o n  t h a t  the p r o d u I t  
net  should be taxed d i r e c t l y ?  The answer is s imple  
enough. Quesnay had no doubts but t h a t  the p r o d u i t  net  
was the only surp lus  d ispos ab le  f o r  t a x a t i o n .  But ,  
assuming t h a t  i t  were r e a l l y  t r u e  t h a t  a l l  t a x e s ,  in 
every  case,  u l t i m a t e l y  f a l l  on the pure r e n t  o f  land,  i t  
could ha r d l y  m a t t e r  how they were charged;  the end
r e s u l t  is  the same. The on ly  o b j e c t i o n s  one could have 
to  i n d i r e c t  t a x a t i o n  are  f r i c t i o n a l  malad jus tments occas­
ioned by t h e i r  i n i t i a l  assessment and excess ive  admin­
i s t r a t i v e  costs t h a t  might a t t e n d  t h e i r  c o l l e c t i o n .  Bois- 
gu i I  I e b e r t  and the p h y s i o c r a t s  e s t i m a te d  t h a t  the admin­
i s t r a t i v e  costs f o r  some e x c is e  taxes  were several  t imes  
the net  revenue.  Thus, supposedly,  the c h i e f  advantage  
o f  d i r e c t  t a x a t i o n  on net  r e n t  was t h a t  i t  saved the land­
lord the burden o f  unnecessary a d m i n i s t r a t i v e  costs t h a t  
would in any case be pa id  by him l i k e  any o t h e r  government  
expense.  The p o i n t  is t h a t  any i n d i r e c t  ta x  which d id
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not  invo lve  excess ive  a d m i n i s t r a t i v e  costs would weigh  
no more h e a v i l y  than a d i r e c t  tax on the net  r e n t ,  and 
be s id e s ,  such taxes  might  be ex ped ie nt  f o r  p o l i t i c a l  
reasons .  Quesnay*s admits t h i s  l i n e  o f  reason in h is  
a r t i c l e  " Impôts" :
Qu*importe sur quels objects on étab lisse le s  
impôts? I l s  protent toujours sur le  meke fond et ce 
sont toujours le s  revenus des biens qui le s  fourn issent; 
a in s i tout In a tte n tio n  du gouvernement économique d o it 
tendre a 1*accroissement et à la  perp étu ité  de ces 
revenus: tous le s  autres avantages qui en dépendent,
augmenteront et se soutiendront d*eux inemes.
Le s e l, le  tabac, le  marchandises de nos colonies 
et des autres marchandises étrangères peuvent contribuer 
au impôts, pourvu qu*on é v ité  le s  grands fa is  de perception  
qui retombent sur l * Ê ta t ,  et qui sont toujours en perte  
pour le  souverain et pour le  peuple.
Le s e l, le  tabac, le s  denrées de nos colonies qui 
se son^orment en France peuvent a le u r o rig in e , ou a le u r  
entree dans le s  royaume, e tre  a s s u je ttis , pour le s  d ro its  
q u *ils  payera ien t, a une reg ie  bornée et de peu de f r a is ,  
et être ensuite l iv re s  a un commerce l ib r e .  Ces d ro its  
leves a peu de f r a is  seraient peu onéreux et n *e xc ite ra ien t  
pas le s  fraudes; le s  pays qui jouissent du p r iv ilè g e  de 
franc-saJ.é n*achèteraient pas le s  sel assez cher pour se 
p la indre  d*un arrangement é ta b li pour le  bien général, et 
qui le u r  s e ra it s i peu p ré ju d ic iab les . D *a ille u rs  i ls
en seraient suffisamment dédommagés par la  suppression de 
autres d ro its  qui le u r  sont beaucoup plus onéreux que la  
p e tite  augmentation q u *il payeraient sur le  p r ix  du s e l. 21
Here Quesnay makes i t  q u i t e  c l e a r  t h a t  he does 
not consider  a l l  i n d i r e c t  taxes  a t  v a r i a n c e  w i th  h is  
p r a c t i c a l  o b j e c t i v e s .  He admi ts  t h a t  taxes on s a l t ,  
tobacco,  and c o l o n i a l  imports a re  pr op e r ,  p rov ided  they  
a re  managed in an o r d e r l y ,  economical  manner,  so as not
21, Quesnay, **Impots**, Reprinted in Francois Quesnay & La 
Physiocratie (Â ir is ,  1958), pp, 605, 606,
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to  e n t a i l  unnecessary expenses.  At  l e a s t  t h i s  p o l i c y  
is  not i n c o n s i s t e n t  w i th  the formal  l o g i c  o f  the s i n g l e  
tax  theory as we have i n t e r p r e t e d  i t *
We have a l r e a d y  on severa l  occasions given our  
o b j e c t i o n s  to the s i n g l e  tax  th eo ry *  We might  only  note  
t h a t  severa l  of  the  p h y s i o c r a t s *  c on te m po ra r ies c r i t i c i s e d  
t h e i r  ideas on the inc idence  o f  t a x a t i o n  f o r  much the same 
reasons as we d id .  Two o f  the most noteworthy were the  
En gl is h  a g r i c u l t u r a l  w r i t e r  A r t h u r  Young and Jean G r a s l i n ,  
who was probably t h e i r  most e f f e c t i v e  c r i t i c .  (Hume's  
d i s p u t a t i o n s  w i th  Turgot  should a I so be m en t io n e d . )  T h e i r  
most t e l l i n g  c r i t i c i s m  was t h a t  the payments to every  
c l as s  o f  income r e c i p i e n t  may be taxed t o  some e x t e n t ,  a t  
l e a s t  in some s i t u a t i o n s ,  w i t h o u t  causing them to lessen  
t h e i r  p r od uc t iv e  c o n t r i b u t i o n  ( i n  o th er  words,  f o r  one 
reason or a no th e r ,  they r e c e i v e  an economic r e n t ) .  G ras -  
I in made a very acute  o b s e r v a t i o n  about the p h y s i o c r a t s '  
d e f i n i t i o n  of  income. "Mais i l  p a r o f t  q u M i  se trompe 
e n c o r e , "  he says,  commenting on M i r a b e a u ' s  Theor i e de 
I ' Î mpot , "en confondant  la r i c h e s s e  de l ' E t a t ,  cons idérée  
comme la c o l l e c t i o n  de r ic h e s s e s  p a r t î e u  I i e r s ,  avec la 
r ic h e s s e  de l ' E t a t ,  cons idérée  comme le revenu du souv-  
e r a i n . " 2 2  h i m s e l f  d e f i n e d  income es t o t e !  income
i n c l u s i v e  o f  a l l  expenses i n c l u d i n g  wages, in c o n t r a s t  to 
the  p h y s io c r a ts  (and some economists o f  a more r e c e n t  d a t e )  
who g iv e  an undeserved importance to economic s u r p l u s .
22, Jean Qranslin., Essai Analytique Sur La Richesses Et Sur L*Ijnpèt,
p ,248.
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A r t h u r  Young could not b e l i e v e  t h a t  the p h y s io c r a ts  
themselves a c t u a l l y  cons idered t h e i r  own t a x - t h e o r y  
to be a ser io us  s c i e n t i f i c  argument .  "Upon the w hol e , "  
suggests Young, " t h i s  gentleman (M. Dupont)  and the  
Marquis de Mi rabeau w i t h  many o t h e r  French w r i t e r s  seem 
to  have recommended the a b o l i t i o n  o f  t a x a t i o n  on con­
sumption in favour  o f  the  s imple land t a x ,  r a t h e r  f o r  
the sake o f  g e t t i n g  r i d  o f  the farmers o f  the revenue ,
and o t h e r  g r e a t  abuses,  than f o r  any p o s i t i v e  c o n v i c t i o n
23o f  the e x c e l l e n c e  o f  the p lan * * * * *  A number o f
o t h e r  w r i t e r s  have a ls o  accused the p h y s i o c r a t s  o f  p o l i t ­
i c a l l y - i n s p i r e d  dissemblance.  But ,  a c t u a l l y ,  t h e r e  Is  
noth ing  to suggest t h a t  the p h y s i o c r a t s  were i n s i n c e r e .  
T h e i r  p e c u l i a r  brand of  dogmatism is  t h a t  of  a b s t r a c t  
t h e o r i s t s  lo s t  in t h e i r  own wor ld o f  thought .  S t i l l ,  
one has to admit  t h a t  t h e r e  is some app rox imat ion  o f  the  
t r u t h  behind each o f  those assumptions upon which the  
s i n g l e  tax theory is based. The idea t h a t  a l l  t a x a t i o n  
should be l a i d  on the pure r e n t  o f  land a t  l e a s t  has more 
to recommend i t  than the more r ec e n t  proposa ls  o f  a sim­
i l a r  k ind (such as Henry G e o r g e ' s ) ,  c o n s i d e r i n g  t h a t  land 
r e n t  was then such a la rge  "unearned increment" and not  
d i r e c t l y  taxed a t  a l l .
Moreover ,  i f  one d iscounts  the quest ion  o f  the  
p o l i t i c a l  expediency o f  a s i n g l e  t a x  on the income o f  land­
lo r d s ,  as the p h y s i o c r a t s  so u n r e a I i s t i c a I  I y d i d ,  i t  seems
23. Arthur Young, P o li t ic a l  A ritfm e tic  (London. 1774), p . 236,
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an e s p e c i a l l y  a t t r a c t i v e  r a t i o n a l i z a t i o n  o f  the d i s ­
r u p t i v e  and d e s t r u c t i v e  tax  system of  the  t ime*  There  
can be no doubt but t h a t  the rap ac iou s  tax  system o f  the  
old regime in France was one o f  the p r i n c i p a l  causes f o r  
economic s t a g n a t i o n .  The c h i e f  source o f  o r d i n a r y  
revenue was the t a i l l e .  The t o t a l  amount o f  the t a i l l e  
f o r  any one year  v a r i e d  w i t h  the needs o f  the c e n t r a l  
government.  I t s  t o t a l  was d i v i d e d  amongst the g e n e r a l ­
i t i e s  and the i n t e nd a nt  o f  each g e n e r a l i t y  was t r u s t e d  
to ap p o r t i o n  h is  share amongst the  e l e c t i o n s  and p a r i s h e s .  
C o rr u p t i o n  o f  the î n t e n d a n t ' s  t r u s t  o f t e n  r e s u l t e d  in 
u n f a i r  a p p o r t ionment between p a r i s h e s .  I n f l u e n t i a l  
l and lo rd s  obtained  p r e f e r e n t i a l  t r e a t m e n t  and feudal  
custom gave exemption to the n o b i l i t y  and c l e r g y .  The 
c o l l e c t o r s  o f  the p a r i s h  were non-paid  e l e c t e d  o f f i c i a l s ,  
who o f t e n  found t h e i r  unwanted o f f i c e  an onerous d r a i n  
on t h e i r  own resources .  The t a i l  le was supplemented by 
s a les  taxes ( a i d e s )  and i n t e r n a l  and e x t e r n a l  d u t i e s  (duenes)  
The c o l l e c t i o n  o f  these taxes  was c o n t r a c t e d  out  to tax  
fa rm er s ,  t r a I  t e n t s  as they were c a l l e d ,  who paid a c o n t r a c t ­
ed p r i c e  f o r  the r i g h t  to c o l l e c t  a s p e c i f i c  k ind o f  ta x .
The tax  farmers bought i n f l u e n c e  to  o b t a i n  these c o n t r a c t s  
a t  the lowest p o s s i b l e  p r i c e  and g e n e r a l l y  exacted a l l  
t h a t  the t r a f f i c  would bear .  The duanes were not only  
c o l l e c t e d  on goods t h a t  passed i n t o  and out o f  the c o u nt ry ,  
but a l s o  on those t h a t  passed from prov in ce  to p r o v i n c e ,  
no m at te r  how short  the  d i s t a n c e .  This o f  course
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r e s t r a i n e d  the f r e e  f l o w  o f  commodit ies and the e f f e c t ­
u a l i t y  o f  co m p e t i t io n .
The a r b i t r a r y  appor t ionment  o f  t h i s  e a s i l y -  
corru pte d  tax system made i t  impossib le  to i n t rod uc e  the  
c a p i t a l i s t i c  r a t i o n a l e  o f  commercial  c o n t r a c t .  I t  was 
d i f f i c u l t  to make any s o r t  o f  e n t r e p r e n e u r i a l  c a l c u l a t i o n  
o f  future,  prospects;  the more so, because the govern­
ment made no a t tempt  to s t a b i l i z e  the  tax  burden over  the  
y e ars .  " I I  est  encore à remarquer que la augmentat ion  
et  d i m i n u t i o n  de la masse de l ' i m p o s i t i o n  sur les p a r o i s s e , "  
Quesnay argues,  " d é t r u i s e n t  e n t i è re m e nt  l ' a s p e c t  e t  les  
e f f e c t s  de l ' i m p o s i t i o n  p r o p o r t io n n e l  le ;  car  e l l e s  
s'opposent  a tout  arrangement  r é g u l i e r  e n t r e  les pro­
p r i é t a i r e s  et  les colons ,  parce que les v a r i a t i o n s  an­
n u e l l e s  des cotes t r o u b l e n t  la s û r e t é  de colon qui se 
charge du payement de la t a i l l e .  *  *  *  Un f e r m i e r ,  par  
exemple,  qui a f fe rm e pour neuf  années une t e r r e ,  n ' a  p o i n t  
de r e g i e  pour t r a i t e r  avec s û r e t é  pour le  fermage e t  pour  
la t a i l l e ;  i l  r i s q u e  d ' e t r e  r u i n é  pendant le cours du 
b a i l  par les augmentat ions d ' i m p o s i t i o n  a u x q u e l l e s  i l  
s 'expose;  c ' e s t  pourquoi  l ' é t a t  de f e r m i e r  est  devenu 
si dangereux et  a si  f o r t  d iminué  dans le royaume, que les  
p r o p r i é t a î r e s  sont r é d u i t s  presque p a r t o u t  a l i v e r  l e u r  
t e r r e s  a la p e t i t e  c u l t u r e ;  i l  es t  donc n é c e s s a i r e ,
pour la s û r e t é  de fermiers,  e t  pour les m u l t i p l i e r ,  de ne
24pont v a r i e r  l ' i m p o s i t i o n .  *  *  * "  The a r b i t r a r y ,
i n c o n s i s t e n t ,  and u n f a i r  appor t ionment  o f  t a x e s ,  Quesnay
^4, Quesnay, **Impots**, p .616,
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p r o t e s t s ,  mokes î t  impossib le  f o r  the formers to occum-  
u l o t e  c a p i t a l  and, g e n e r a l l y ,  t h e i r  s i t u a t i o n  become so 
bad t h a t  many f l e d  to the  c i t i e s  and took t h e i r  c a p i t a l  
w i t h  them.
In the f o r e g o i n g  q u o t a t io n  Quesnay seems s a t i s ­
f i e d  w i t h  a t a i l  Ie on the f a r m e r ' s  income r a t h e r  than  
the u s u a l l y  recommended d i r e c t  tax  on the p r o d u i t  n e t . 
However,  t h i s  is a m a t t e r  of  l i t t l e  importance f o r ,  as 
he suggests,  the former  w i l l  always make h is  c o n t r a c t  
w i t h  the tax  in mind. So, even in t h i s  l a t t e r  even­
t u a l i t y ,  the tax  w i l l  s t i l l  "pay i t s e l f  w i th o u t  expense"  
from the " g i f t  o f  n a t u r e " ,  p ro v id e d ,  of  course,  the  
f a r m e r ' s  taxes do not increase  dur ing the pe r io d  o f  h is  
l ease .  And f i n a l l y ,  Quesnay seemed to b e l i e v e  t h a t
a t a i l l e  on the f o r m e r ' s  income would in v o l v e  no g r e a t e r  
a d m i n i s t r a t i v e  expenses than a d i r e c t  tax  on the l a n d l o r d ' s  
income, which would remove h is  lo s t  p r a c t i c a l  o b j e c t i o n  to  
the t a i l l e .  Even so,  Quesnay had a fond p r e f e r e n c e  f o r
the  system o f  land te nu re  whereby the c a p i t a l i s t - f a r m e r s  
r ent ed  land from l a n d l o r d s ,  f o r  t h i s  hop I y s p e c i a l i z a t i o n  
of  economic f u n c t i o n  not only  produced the g r e a t e s t  p o s s i b l e  
economic surp lus  d i s pos ab le  f o r  t a x a t i o n ,  but a l s o  l e f t  no 
doubt concerning the s i z e  o f  the s u r p lu s .  "Le fe rmage" ,  
he t e l l s  us,  " f o u r n î t  la r è g l e  pour é t a b l i r  l ' i m p o s i t i o n
p r o p o r t io n n e l l e m e n t  au p r o d u i t ,  car le p r o p r i é t a i r e  e t  le 
f e r m i e r  v e i l l e n t  également  a le ur  i n t é r ê t  dans leur
25. Ib id .. pp. 610, 611.
267
26ç o n v e n t î o n s . " S f î I I , he r e a l i z e d  t h a t  the pr e ­
va lence o f  metayage made i t  necessary to  compromise 
t h i s  i d e a l .  He w r i t e s :  "Mais la p l u s p a r t  des
biens sont c u l t i v e s  par des métayers qui p a r t a g e n t  
l es r é c o l t e s  avec le  p r o p r i é t a i r e  e t ,  dans ce cas,  
l e  métayer ne c o n t r i b u e  guère ^  la c u l t u r e  que par  
sens t ra v a ux ;  c ' e s t  le p r o p r i é t a i r e  qui en f a i t  les  
p r i n c i p a l e s  dépenses: a l o r s ,  i l  est  d i f f i c i l e  de
c o n n a î t r e  exactement le revenu que le  bien ra p po r t  au 
p r o p r i é t a i r e  e t  de deméler  ce revenu d 'a ve c  le f r a i s ;  
c ' e s t  pourquoi on impose la t a i l l e  sur la p o r t i o n  de 
r é c o l t e  qui r e v i e n t  au métayer .  Les t e r r e s  t r a i t é e s  
par c e t t e  espèce de c u l t i v a t e u r s  pr odu is en t  t r è s  peu;  
la p o r t i o n  de gain qui r e v i e n t  au métayer  est  presque  
e nt iè re m e nt  consommée par  son subs is tan ce  e t  c e l l e  de 
sa f a m i l l e ;  en e s t i m ant  la v a l e u r  de sa p e t i t e  r é c o l t é ,  
on s ' a p e r ç o i t  q u ' i l  peut  payer ,  pour la t a i l l e  e t  la 
c a p i t a t i o n ,  q u ' e v i r o n  deux o u . t r o i s  sols  par  l i v r e ,
c ' e s t - à - d i r e  envi ron le 1/6 ou le 1/7 de la v a l e u r  de
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50 p o r t i o n  de r é c o l t é . "
The p h y s i o c r a ts  were a l s o  w or r i e d  t h a t  i n d i r e c t  
t a x a t i o n  ( w i t h  i t s  g r e a t  a d m i n s t r a t i v e  expenses)  would 
r a i s e  the p r i c e  o f  commodit ies to such an e x te n t  as to  
d r a s t i c a l l y  reduce the demand f o r  them. This detei— 
i o r a t i v e  e f f e c t ,  from the demand s ide o f  the economic 
e q u a t i o n s ,  would in t u r n  lessen the q u a n t i t y  o f  war ranted
26, Ib id . , p . 614,
2?. Ib id . ,  pp. 611, 612.
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c a p i t a l  accumulat ion j u s t i f i e d  by aggregate  demand.
The ph y s i o c r a ts  made s p e c i a l i z e d  s t u d i e s  f o r  severa l  
French i n d u s t r i e s .  One o f  the more i n t e r e s t i n g  is 
Le Trosne 's  book Les E f f e t s  de I * Impût I n d I r e c t .
Prouvés par I es deux Examp I es de I a Gabel le  & Tabac 
(1 7 7 0 )  which deals w i t h  i n d i r e c t  t a x a t i o n  on s a l t  and 
tobacco.  Le Trosne argued t h a t  these taxes were bound 
t o  g ive  r i s e  to tremendous a d m i n s t r a t i v e  expenses because 
t h e i r  very na ture  was such as to tempt ev as ion .  The 
g r e a t  army o f  tax  c o l l e c t o r s  which were r e q u i r e d  c o n s t i t u t e d  
an enormous d i v e r s i o n  o f  labour  to unpr odu ct iv e  employ­
ment.  A l l ,  or  a t  l e a s t  most o f  these admin is t ra t ive  
expenses,  were added t o  the p r i c e  o f  s a l t  and tobacco,  
r e s u l t i n g  in a much d im in ished  consumption.  The q a b e l i e , 
the s a l t  t a x ,  had p a r t i c u l a r l y  d i s a s t r o u s  e f f e c t s .  I t  
r a i s e d  the p r i c e  o f  French s a l t  so high t h a t  i t  was p r i c e d  
out  o f  the f o r e i g n  market ;  i t  increased an impor tant  
cost  o f  French f i s h e r i e s ;  and, worst  o f  a l l ,  the high  
p r i c e  o f  s a l t  made i t  impossible to  e s t a b l i s h  a f l o u r i s h ­
ing animal husbandry.  Le Trosne propdsed a d i r e c t  tax  
on so 11 basins ( I e  mara is  s a l a n t s ) .  This reform was 
expected to  cut a d m i n i s t r a t i v e  costs and a l l o w  the  r a t e  
o f  t a x a t i o n  to be reduced.  The a b s o l u t e  net  r e t u r n .  Le 
Trosne assures us,  w i l l  grow by leaps and bounds owing to  
increased demand f o r  s a l t .  The p h y s io c r a t s  g e n e r a l l y  
assumed a high p r i c e  e l a s t i c i t y  o f  demand f o r  most commod­
i t i e s ,  e s p e c i a l l y  i f  t h e r e  were a f o r e i g n  market .  T h e i r  
f i r s t  p r i n c i p l e  f o r  a l l  i n d i r e c t  t a x a t i o n  was, t h e r e f o r e .
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t h a t  the per u n î t  r a t e  o f  t a x a t i o n  should be low so as to  
f o s t e r  g r e a t e r  pr odu ct ion  and d î s t r î but ion, w h îoh would 
maximize tax r e c e i p t s  by encouraging a g r e a t e r  t u r n o v e r .
Le Trosne proposed t h a t  p r o h i b i t i o n s  a g a i n s t  the c u l t i ­
v a t i o n  o f  tobacco should be done away w i t h ,  f o r  t h i s  
would permi t  the i n t r o d u c t i o n  o f  a p r o f i t a b l e  i n d u s t ry  
t h a t  would e v e n t u a l l y  prov ide  a source o f  revenue super­
i o r  to the high d u t i e s  on the i m p o r t a t i o n  o f  E n g l is h  
tobacco.  The p h y s i o c r a t s  discussed the problems o f  
the wine indust ry  in g r e a t  d e t a i l .  They thought  t h i s  
i n d u s t r y  gave promise o f  g r e a t  immediate growth,  p rov ided  
the rates  o f  t a x a t i o n  on wines were reduced and the  c u l t i ­
v a t i o n  o f  vines f r e e d  o f  a l l  those p r o h i b i t i o n s  c a l c u l a t e d  
to f o r c e  the c u l t i v a t i o n  of  g r a i n s .  Quesnay propounded 
t h a t  the  increased income generated by an u n f e t t e r e d  wine  
i n d u s t r y  would r e s u l t  in a g r e a t e r  demand f o r  the products  
o f  every  o t her  in d u s t r y  and, t h e r e b y ,  a g r e a t e r  produc t ion  
o f  these products.  Most e s p e c i a l l y ,  i t  would achieve  
the aims o f  the "cheap g r a i n "  l e g i s l a t i o n ,  f o r  i t  would
28b r i n g  about a g r e a t e r  consumption and pr odu ct ion  o f  g r a i n s .
At t h i s  p o i n t  we might  make a few f i n a l  comments 
on Quesnay's d i s t r u s t f u l  a t t i t u d e  towards the a c t i v i t i e s  
o f  Les f i n a n e i e r s  who farmed the ta x e s .  As we have 
mentioned b e fo r e ,  he f e a r e d  t h a t  t h e i r  amassing o f  pecun­
i a r y  f o r tu n e s  would somehow a r r e s t  and hold back the
c i r c u l a t i o n  o f  money and stop the annual r e t u r n  to a g r i -  
29c u l t u r e .  This o p in io n  was g iven so l i t t l e  e x p l a n a t i o n
28, Ib id , ,  pp, 599, 600.
29, See Chapter 3, section 3.
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t h a t  I t  Î S  d i f f i c u l t  t o  a s c e r t a i n  p r e c i s e l y  w h a t  Q u e s n a y  
h a d  i n  m i n d .  B o i s g u i I  I e b e r t ,  t h e  r e a d e r  w i l l  r e m e m b e r ,  
f e a r e d  t h e  h o a r d i n g  o f  s p e c i e  a s  s u c h ,  e s p e c i a l l y  i n  
p e r i o d s  o f  e c o n o m i c  u n c e r t a i n t y .  B u t  a t  i t s  b e s t ,  
t h e  t h e o r i z i n g  o n  t h i s  m a t t e r  o f  b o t h  B o i s g u i I l e b e r t  a n d  
Q u e s n a y  w a s  u n f i n i s h e d ,  f o r  t h e i r  n e u t r a l  m o n e y  t h e o r y  
a b s t r a c t e d  a w a y  m o s t  o f  t h e  i m p o r t a n t  f a c t s  r e l e v a n t  t o  
t h e  t h e o r y  o f  m o n e y  a n d  i n t e r e s t .  T h e  o n l y  a t t e m p t  m a d e  
b y  Q u e s n a y  a n d  M i r a b e a u  t o  o u t l i n e  a  g e n e r a l  t h e o r y  o f  
i n t e r e s t  i s  a  c o n f u s e d  p e r f o r m a n c e  i n  P h i  I o s o p h  i e  R u r a I e .  
Y e t ,  i n  h i s  a r t i c l e  O b s e r v â t  i o n s  s u r  I * I n t é r e t  d e  I ' A r g e n t ,  
Q u e s n a y  t a l k s  i n t e l l i g i b l y  a b o u t  i n t e r e s t  a n d  a  p a r t i c u l a r  
k i n d  o f  f i n a n c i a l  c r i s i s  c o n n e c t e d  w i t h  t h e  a c t i v i t i e s  o f  
t h e  t a x  f a r m e r s ,  e v e n  t h o u g h  h e  d o e s  n o t  p r o v i d e  u s  w i t h  
c o m p l e t e  t h e o r y  o f  i n t e r e s t  ( i . e .  i t  w o u l d  n o t  s t a n d  
c o m p a r i s o n  w i t h  t h a t  o f  T u r g o t ) . Q u e s n a y  s e e m s  t o  
h o l d  t h e  t h e o r y  t h a t  t h e  r a t e  o f  i n t e r e s t  i s  c h i e f l y  d e t e r ­
m i n e d  b y  t h e  s u p p l y  o f  l o a n a b l e  f u n d s  e n d  t h e  d e m a n d  f o r  
t h e m .  H e  o b s e r v e d  t h a t  a  k i n d  o f  f i n a n c i a l  c r i s i s  c a n
30, Quesnay had the p ecu lia r idea that there is  a natrual ra te  
o f in te res t equal to the retu rn  th a t one gets from the purchase o f  
an estate . He thought th at any in te res t in  excess o f  th is  re tu rn  
would prove an excessive burden fo r  c a p ita l users. Turgot pointed  
out that one must expect the purchase o f  land given out to tenants 
to give the lowest re tu rn  o f  any class o f  investment fo r  the simple 
reason th at i t  is  the safest and most agreeable employment fo r  
c a p ita l,
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b e  b r o u g h t  a b o u t  b y  t h e  t r e m e n d o u s  b o r r o w i n g  o f  t h e
c e n t r a l  g o v e r n m e n t  w h e n  i t  c a u s e s  t h e  r a t e  o f  i n t e r e s t
t o  r i s e  s o  h i g h  a s  t o  e c c u t e l y  e m b a r r a s s  t h e  c o m m e r c i a l
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c l a s s e s  t h a t  d e p e n d  u p o n  t h e  c a p i t a l  m a r k e t .  I n  o t h e r  
w o r d s ,  g o v e r n m e n t  b o r r o w i n g  c a n  d i v e r t  a n  e x c e s s i v e  
s h a r e  o f  c a p i t a l  t o  n o n - p r o d u c t i v e  e m p l o y m e n t .  I n  t h e  
s a m e  a r t i c l e  Q u e s n a y  p r o p o s e s  t h a t  t h e  g o v e r n m e n t  s h o u l d  
m a k e  a n  e f f o r t  t o  h o l d  d o w n  t h e  r a t e  o f  i n t e r e s t  w h e n e v e r  
i t  r i s e s  e x c e s s i v e l y .  T h i s  o f  c o u r s e  n e e d  n o t  i m p l y  
t h a t  h e  d i d  n o t  s e e  t h e  d i f f i c u l t y  i n  e n f o r c i n g  s u c h  
r e s t r a i n t s .  S o m e  p r e s e n t - d a y  n a t i o n s ,  e s p e c i a l l y  t h o s e  
w i t h  a  p e a s a n t r y  w h i c h  a s  y e t  l a c k s  c o m m e r c i a l  g u i l e ,  
h a v e  f o u n d  c o n t r o l s  o n  i n t e r e s t  d e s i r a b l e  f o r  r e a s o n s  
s i m i l a r  t o  t h o s e  t h a t  m u s t  h a v e  a p p e a l e d  t o  Q u e s n a y .
2 .  T h e  S u p e r i o r  P r o d u c t i v i t y  o f  A g r i c u l t u r e  a n d  t h e  
A l l o c a t i o n  o f  C a p i t a l .
S o m e  c o m m e n t a t o r s  o n  p h y s i o c r a c y  h a v e  b e e n  v e r y
c r i t i c a l  o f  t h e  p h y s i o c r a t s *  c o n t e n t i o n  t h a t  a g r i c u l t u r e
3 2
i s  m o r e  p r o d u c t i v e  o f  w e a l t h  t h a n  m a n u f a c t u r e .  B u t
a c t u a l l y ,  t h e r e  i s ,  a t  l e a s t  i n  t h e  c i r c u m s t a n c e s  t h e  
p h y s i o c r a t s  h a d  i n  m i n d ,  a n  i m p o r t a n t  t r u t h  i n  t h i s  t h e s i s  
w h i c h  d o e s  n o t  i n  a n y  w a y  d e p e n d  u p o n  t h e  U n i q u e  P r o ­
d u c t i v i t y  D o c t r i n e .  Q u e s n a y  w a s  g r e a t l y  i m p r e s s e d  ( a n d  
i n d e e d  h e  h a d  e v e r y  r i g h t  t o  b e )  b y  t h e  f a c t  t h a t  c a p i t a l
31, Quesnay, '^Observations sur l ' In té rê t  de l'A rg e n t" . Reprinted in  
Francois Quesnay &_ La P hvs iocra tie, pp, 766, 767,
32, Henry Higgs says th at "no competent economist would defend the 
thes is  today that a g ric u ltu re  is  '^ r e  productive" o f wealth than 
manufacture," Henry Higgs, The Physiocrats (London, 1897) p ,12?.
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i n v e s t e d  i n  t h e  g r a n d e  c u l t u r e  p r o d u c e d  a  m u c h  g r e a t e r  
e c o n o m i c  s u r p l u s  t h a n  c o u l d  r e a s o n a b l y  b e  e x p e c t e d  
f r o m  i n v e s t m e n t  i n  a n y  o t h e r  s i z e a b l e  i n d u s t r y .  H i s  
t a b  I e a u  e c o n o m î  q u e  s h o w s  t h a t  e v e r y  s u m  t h a t  g o e s  t o  t h e  
f a r m e r s  d o u b l e s .  T h i s  m a y  h a v e  e x a g g e r a t e d  t h e  p o t ­
e n t i a l i t y  o f  t h e  n e w  t e c h n o l o g y ,  b u t  h i s  p o i n t  i s  w e l l  
t a k e n .  N e i t h e r  c o m m e r c e  n o r  i n d u s t r y  c o u l d  g i v e  a  
r e t u r n  a n y w h e r e  n e a r  t h i s ,  s i n c e  c a p i t a l  i n v e s t e d  i n  
a g r i c u l t u r e  n o t  o n l y  a c c r u e d  t h e  n o r m a l  r a t e  o f  p r o f i t  
b u t ,  i n  a d d i t i o n ,  a  c o n s i d e r a b l e  r e n t .  O f  c o u r s e ,  
s o m e  o t h e r  i n d u s t r i e s  m a y  h a v e  a c c r u e d  a  c o m p a r a b l e  
e c o n o m i c  r e n t  f o r  s o m e  p e r i o d  o f  t i m e  b u t ,  g e n e r a l l y ,  
s u c h  r e n t s  w e r e  n e i t h e r  s o  l a r g e  n o r  p e r s i s t e n t  a s  t h o s e  
o f  a g r i c u l t u r e .  M o r e o v e r ,  a s  w e  h a v e  a l r e a d y  n o t e d  
m o r e  t h a n  o n c e ,  Q u e s n a y * s  d e m a n d  s c h e d u l e s  g i v e  a  p r e t t y  
g o o d  e x p l a n a t i o n  o f  t h e  d e m a n d  c o n d i t i o n s  n e c e s s a r y  f o r  
l a n d  r e n t  t o  e m e r g e .  F i r s t  o f  a l l ,  t h e  p r i c e  f o r
F r e n c h  g r a i n  h a d  t o  r e m a i n  h i g h  i n  t h e  f a c e  o f  i n c r e a s i n g  
p r o d u c t i o n .  G i v e n  t h e  e x i s t i n g  c i r c u m s t a n c e s ,  d e m a n d
c o n d i t i o n s  c o n d u c i v e  t o  h i g h  r e n t s  c o u l d  o n l y  b e  b r o u g h t  
a b o u t ,  Q u e s n a y  r e a s o n e d ,  b y  a  p o l i c y  o f  f r e e  e x p o r t a t i o n  
f o r  g r a i n s .  T h e  s t a b i l i z i n g  i n f l u e n c e  o f  t h e  f o r e i g n
m a r k e t  w o u l d  e n s u r e  h i g h  p r i c e s  t h a t  a r e  r e l a t i v e l y  
i n e l a s t i c  t o  t h e  s u p p l y  o f  g r a i n  o f f e r e d  o n  t h e  m a r k e t .
T h e  e m e r g e n c e  o f  r e n t  w a s  n o t  e n t i r e l y  o w i n g  t o  t h e  
s c a r c i t y  o f  l a n d .  T h e  n e w  a g r i c u l t u r a l  t e c h n o l o g y  
p r o m i s e d  I n c r e a s i n g  H i s t o r i c a l  R e t u r n s  ---------  i . e .  i n c r e a s i n g
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r e t u r n s  t o  t e c h n o l o g i c a l  p r o g r e s s .  T h i s  w o u l d  l o w e r
c o s t s  a n d ,  g i v e n  t h e  d e m a n d  c o n d i t i o n s  a s s u m e d .  I n c r e a s e
t h e  s u r p l u s  a v a i l a b l e  f o r  p r o f i t s  a n d  r e n t s .  Q u e s n a y * s
3 3
d e m a n d  s c h e d u l e s  h a v e  s h o w n  u s  t h a t  t h e  p e t i t e  c u I t u r e ,  
c o u p l e d  w i t h  a  p o l i c y  o f  g r a i n  a u t a r c h y ,  w i l l  p r o d u c e  I n  
t h e  a v e r a g e  y e a r ,  f o r  a  t o t a l  e x p e n s e  o f  6 0  p o u n d s  ( l i v r e s ) ,  
5  s e p t  i e r s  o f  w h e a t ,  w h i c h  w o u l d  b e  s o l d  f o r  1 5  p o u n d s  
p e r  s e p t  1 e r ;  t h i s  g i v e s  a  c o m p a r a t i v e l y  s m a l l  s u r p l u s  o f  
1 5  p o u n d s  f o r  p r o f i t s  a n d  r e n t .  I n  c o n t r a s t ,  t h e  g r a n d e
c u I t u r e ,  c o u p l e d  w i t h  f r e e  t r a d e  i n  g r a i n s ,  w i l l  p r o d u c e ,
3 4
f o r  a  t o t a l  e x p e n s e  o f  6 6  p o u n d s ,  6  s e p t  i e r s  o f  w h e a t ,  
w h i c h  w i l l  b e  s o l d  f o r  1 8  p o u n d s  p e r  s e p t  1 e r ;  t h i s  g i v e s  
a  m u c h  l a r g e r  s u r p l u s  f o r  p r o f i t s  a n d  r e n t s  o f  4 2  p o u n d s .  
T h e s e  d e m a n d  c o n d i t i o n s  a r e  s u c h  t h a t  c o n s i d e r a b l e  i n v e s t ­
m e n t  c a n  b e  m a d e  i n  t h e  m o r e  p r o d u c t i v e  g r a n d e  c u l t u r e  
w i t h o u t  c a u s i n g  m o r e  t h a n  a  s m a l l  f a l l  i n  t h e  p r i c e  o f  
w h e a t .  A s  a  c o n s e q u e n c e ,  i m p r o v e d  t e c h n o l o g y  c a n  o f f e r  
t h e  g e n e r a  I 1 1 y  o f  f a r m e r s  e n t r e p r e n e u r i a l  g a i n s ,  w h i c h  
w i l l  p r o v i d e  i n c e n t i v e  f o r  f u r t h e r  a c c u m u l a t i o n .  T h e y  
w i l l  c o n t i n u e  t o  i n v e s t  a s  l o n g  a s  I n c r e a s i n g  r e t u r n s  t o  
t e c h n o l o g y  a n d  h i g h  p r i c e s  p r o m i s e  t h e m  e n t r e p r e n e u r i a l  
g a i n s  d u r i n g  t h e  p e r i o d  o f  t h e i r  l e a s e .  I t  s h o u l d  b e
n o t e d  i n  p a s s i n g  t h a t  t h e  s e l f - i n t e r e s t  o f  t h e  f a r m e r s  
a n d  l a n d l o r d s  m a y  b e  i n  c o n f l i c t .  T h e  f a r m e r s  w i l l  t a k e  
a d v a n t a g e  o f  e v e r y  c o s t - s a v i n g  t e c h n i q u e  a n d  i n  t h e  p r o c e s s  
g e n e r a l l y  i n c r e a s e  t h e  q u a n t i t y  o f  f a r m  p r o d u c e  o f f e r e d  o n
33, See Chapter 3, section 4,
34, These demand schedules suggest th at Quesnay saw greater promise 
from the increase in  the p ric e  o f  grains than from Increasing H is to ric a l 
Returns, But i t  should be Kept in  mind that the orande cu lture
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t h e  m a r k e t .  T h i s  m a y  e v e n t u a l l y  s a t i a t e  t h e  p e n t - u p
d e m a n d  f o r  f a r m  c o m m o d i t i e s  a n d  c a u s e  r e n t s  t o  f a l l .
I n  t h e  e x t r e m e  c a s e ,  p u r e  r e n t  m a y  d i s a p p e a r  a l t o g e t h e r .
T h e  g e n e r a l i t y  o f  f a r m e i — t e n a n t s  c a n ,  o f  c o u r s e ,  o n l y
a c c u m u l a t e  c a p i t a l  t o  t h a t  p o i n t  w h e r e  t h e  u s u a l  m a r g i n a l
c o s t s  a r e  e q u a l  t o  t h e  u s u a l  m a r g i n a l  r e v e n u e s .  S i n c e
r e n t s  m a y  b e  f i x e d  b y  l o n g  l e a s e s  o r  t e n d  t o  a s s u m e  a
r i g i d  c u s t o m a r y  r a t e ,  t h e  p a y m e n t  o f  r e n t  m a y ,  a n d  o f t e n
d o e s ,  t e n d  t o  r e s t r a i n  t h e  a c c u m u l a t i o n  o f  c a p i t a l ,  e v e n
t h o u g h  t h e  o r d i n a r y  i n c r e m e n t  o f  c a p i t a l  s t i l l  r e t u r n s  a n
e c o n o m i c  r e n t  o v e r  e n d  a b o v e  t h e  n o r m a l  r a t e  o f  p r o f i t ;
f o r ,  a s  f a r  a s  t h e  i n d i v i d u a l  f a r m e r  i s  c o n c e r n e d ,  t h e
c u r r e n t  r a t e  o f  r e n t  i s  a l w a y s  a  n e c e s s a r y  c o s t ,  u n l e s s
o f  c o u r s e ,  h e  o w n s  h i s  o w n  l e n d  a n d  i s  w i l l i n g  t o  s u p p l y
t h i s  f a c t o r  o f  p r o d u c t i o n  f o r  a  l e s s e r  p a y m e n t .  B u t ,
o v e r  t h e  l o n g  r u n ,  a s  i n  f a c t  h a s  g e n e r a l l y  b e e n  t h e  c a s e
w i t h  t h e  g r e a t  p r o g r e s s  i n  a g r i c u l t u r a l  t e c h n o l o g y  s i n c e
t h e  1 7 t h  c e n t u r y ,  i n d i v i d u a l  e n t r e p r e n e u r s  i n t r o d u c e
c o s t - s a v i n g  i n n o v a t i o n s ,  c a u s i n g  a g r i c u l t u r a l  p r i c e s  a n d
r e n t s  t o  f a l l ,  d e s p i t e  a n y  a n d  a l l  s o c i a l  r i g i d i t i e s
t h a t  m a y  r e s i s t  t h e  l o w e r i n g  o f  r e n t s .  I n  c o n c l u s i o n ,
i t  s h o u l d  b e  r e i t e r a t e d ,  o n c e  a g a i n ,  t h a t  c a p i t a l  e m p l o y e d
i n  a g r i c u l t u r e  d o e s  i n  f a c t  h a v e  a  s u p e r i o r  p r o d u c t i v i t y
a s  l o n g  a s  d e m a n d  c o n d i t i o n s  a r e  s u c h  a s  t o  p r o v i d e  a n
35
e c o n o m i c  r e n t  o v e r  a n d  a b o v e  n o r m a l  p r o f i t s .
was a mixed-farm technology in  which aniwal husbandry and the 
c u ltiv a tio n  o f  in fe r io r  grains would supplement the income received  
from wheat. In  ad d itio n , the new technology elim inated the need 
to fa llo w  every th ird  year and so would increase the physical 
p ro d u c tiv ity  o f  ag ric u ltu re  by a t le a s t a th ird ,
35, Of course, as has been admitted before, superior lands o f  any 
given type w i l l  always accrue a d if fe r e n t ia l  re n t, even though rents
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3 .  T h e  P r a c t i c a l  I n f l u e n c e  o f  t h e  P h y s i o c r a t s *
P r o g r a m m e  f o r  R e f o r m .
W e  h a v e ,  p e r h a p s  s o m e w h a t  u n f a i r l y ,  d e s c r i b e d  
t h e  p h y s i o c r a t s  a s  u n c o m p r o m i s i n g  t h e o r i s t s  o f  a  v e r y  
a b s t r a c t  t u r n  o f  m i n d .  T h i s  i s  n o t  m e a n t  t o  i m p l y ,  
h o w e v e r ,  t h a t  t h e y  w e r e  m e r e l y  a b s t r a c t  p h i l o s o p h e r s  w h o  
h a d  r e t r e a t e d  i n t o  a n  i v o r y  t o w e r ,  a w a y  f r o m  a  I I i n t e i —  
c o u r s e  w i t h  t h e  w o r k a d a y  w o r l d .  W e  h a v e  s h o w n ,  I b e l i e v e ,  
t h a t  t h e i r  e c o n o m i c  t h e o r y  w a s  d e v e l o p e d  f r o m  a  d e t a i l e d  
s t u d y  o f  t h e  a c t u a l  f a c t s  o f  e c o n o m i c  e x i s t e n c e  a n d  w a s  
c o n c e r n e d  w i t h  t h e  m o s t  p r e s s i n g  e c o n o m i c  p r o b l e m s  o f  
t h e i r  d a y .  W e  d o  n o t  m e a n  t o  b e  d e r o g a t o r y  b y  c a l l i n g  
t h e i r  t h e o r y  " a b s t r a c t " ;  i t  w a s  t h e  m o s t  a b s t r a c t  t h e o r y  
u p  t o  t h e i r  t i m e  b e c a u s e  i t  w a s  t h e  m o s t  d e v e l o p e d .  T h e i r  
c h i e f  f a u l t  w a s  t h a t  t h e y  a p p l i e d  t h e i r  t h e o r y  t o o  r i g i d l y .  
B u t  s t i l l ,  i t  s h o u l d  b e  a p p r e c i a t e d  t h a t  m o s t  o f  Q u e s n a y * s  
c i r c l e  w e r e  p r a c t i c a l  m e n  o f  a f f a i r s  a n d  c a n  b e  c r e d i t e d  
w i t h  v e r y  s o l i d  a c h i e v e m e n t s  o f  a p r a c t i c a l  k i n d .
T h e  p h y s i o c r a t s  h a d ,  i n  s e v e r a l  d i f f e r e n t  w a y s ,  
a  c o n s i d e r a b l e  i n f l u e n c e  o n  t h e  a c t u a l  c o u r s e  o f  e c o n o m i c  
h i s t o r y .  O f  m a j o r  i m p o r t a n c e  i s  t h e i r  d i s s e m i n a t i o n  o f
on the ordinary land o f  that type have fa l le n  to zero . Moreover, 
a l l  th is  is  not to  deny that fanri land m ill always have a value, 
even in  the case where farm income is  not s u ffic ie n t to warrant 
re n ta l payments fo r  the use thereof, i f  only because the land is  
Kept fo r  some non-productive purpose ( e ,g• a  home fo r  ex-presidents  
or a conventional hedge against in f la t io n ) , Regarding the use o f
land as an in fla tio n a ry  hedge, we might say, ompJoying John Law's 
d e fin it io n  o f money to advantage, that the value o f  land as a  
form o f money is  Just as re a l as i ts  value as a coimodity ( i , e ,  
as a fa c to r o f  production),
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a g r i c u l t u r a l  k n o w l e d g e ,  m u c h  o f  i t  o f  a  v e r y  t e c h n i c a l  
n a t u r e ,  b y  m e a n s  o f  t h e i r  s e v e r a l  J o u r n a l s  a n d  w o r k  w i t h  
a g r i c u l t u r a l  s o c i e t i e s .  T h e  p h y s i o c r a t s  a l s o  t o o k  a n  
a c t i v e  i n t e r e s t  i n  t h e  t e c h n o l o g y  o f  m a n u f a c t u r e .  W e  
h a v e  a l r e a d y  m e n t i o n e d  B a u d e a u ' s  s o c i e t y  f o r  t h e  e n ­
c o u r a g e m e n t  o f  i n v e n t o r s .  A n o t h e r  g o o d  i l l u s t r a t i o n  
o f  t h e  p r a c t i c a l  s i d e  o f  t h e  p h y s i o c r a t s *  c h a r a c t e r  i s  
M i r a b e a u * s  p r o j e c t  f o r  t h e  s e t t i n g  u p  o f  e c o n o m i c a l
36
f l o u r  m i l l s  a n d  b a k e r i e s .  W h e n  i n  1 7 6 7  a  b a d  h a r v e s t
h a d  d r i v e n  u p  t h e  p r i c e  o f  b r e a d ,  M i r a b e a u  p r o p o s e d  i n  a n  
a r t i c l e ,  A v i  s  a u x  h o n n e t e s  g e n s  q u i  v e u I e n t  b i  e n  f a i r e ,  
t h a t  a  n e w  s y d ' e m  o f  m i l l i n g  w o u l d  p r o d u c e  m o r e  f l o u r  f r o m  
t h e  s a m e  a m o u n t  o f  c o r n .  M i r a b e a u  e s t a b l i s h e d  o n e  o f  
t h e s e  f o u r s  é c o n o m i q u e  o n  h i s  e s t a t e  n e a r  P a r i s .  H e  s o l d  
b r e a d  f o r  o n e  t h i r d  l e s s  t h a n  t h e  c u r r e n t  p r i c e .  T h e  
m i l l e r s  w e r e  q u i c k  t o  f o l l o w  h i s  e x a m p l e .  I t  i s  i n t e i —  
e s t i n g  t o  n o t e  t h a t  a n o t h e r  p h y s i o c r a t , '  D u p o n t  d e  N e m o u r s ,  
w a s  t o  b e c o m e ,  o f  a l l  t h i n g s ,  y e t  a n o t h e r  i n d u s t r i a l  
e n t r e p r e n e u r  b y  r i g h t  o f  t h e  r o l e  h e  p l a y e d  i n  o r g a n i z i n g  
g u n p o w d e r  m a n u f a c t u r e  i n  t h e  U n i t e d  S t a t e s .  H i s  e n t e r ­
p r i s e  e v e n t u a l l y  e x p a n d e d  t o  b e c o m e  t h a t  f a m o u s  c h e m i c a l  
f i r m  t h a t  b e a r s  h i s  f a m i l y  n a m e .
T h e  p h y s i o c r a t s  c a n  a l s o  b e  c r e d i t e d  w i t h
p e r s o n a l l y - d i r e c t e d  r e f o r m s  i n  a  f e w  o t h e r  s p h e r e s .  T h e
c o r p o r a t i o n  o f  b u t c h e r s  h a d  b e e n  c o m p e l l e d  s i n c e  1 7 4 3  t o
t a k e  l o a n s  o f  c a p i t a l  a t  h i g h  r a t e s  o f  i n t e r e s t  f r o m  a
b o d y  o f  f i n a n c i e r s  t h a t  h a d  b e e n  g i v e n  a  m o n o p o l y  p r i v i -  
3 7
l e g e .  B a u d e a u  a r g u e d  t h e  c o m p l a i n t  o f  t h e  b u t c h e r s
36, Henry Higgs, The Physiocrats (London, 189?) pp, 82,83,
37, Ib id , ,  p ,84 .
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b e f o r e  a  t r i b u n a l  o f  t h e  P a r l i a m e n t  i n  1 7 7 6 ,  w i n n i n g  
t h e  c a s e  i n  o p p o s i t i o n  t o  t h e  f a m o u s  a d v o c a t e  G e r b i e r .
T h e  p r a c t i c a l  i n f l u e n c e  o f  t h e  p h y s i o c r a t s  
c a n n o t  b e  j u d g e d  b y  a  b a l a n c e  s h e e t  o f  t h e  q u a n t i t y  o f  
" p h y s i o c r a t i c  l e g i s l a t i o n "  t h a t  w a s  e n a c t e d  i n  t h e i r  
o w n  t i m e  o r  s o o n  a f t e r .  I n  p o i n t  o f  f a c t ,  i t  i s  d i f f i ­
c u l t  t o  t h i n k  o f  a  r e f o r m  t h a t  c a n  b e  p u t  i n t o  t h i s  
c a t e g o r y  f o r  t h e  s i m p l e  r e a s o n  t h a t  t h e  p h y s i o c r a t s  
a d v a n c e d  l i t t l e  i n  t h e  r e a l m  o f  e c o n o m i c  p o l i c y  t h a t  
w a s  c o m p l e t e l y  n e w ,  u n l e s s  i t  w a s  Q u e s n a y * s  o v e i — a c c e n t ­
u a t e d  v e r s i o n  o f  t h e  o l d  s i n g l e - t a x  i d e a .  A n d ,  a t  t h a t ,  
t h e  i m p S t  u n i q u e  w a s  t r i e d  o n l y  o n  a n  e x p e r i m e n t a l  s c a l e  
b y  K a r l  F r e i d r i c h  o f  B a d e n - D u r I a c h  a n d  P e t e r  L e o p o l d ,  
G r a n d  D u k e  o f  T u s c a n y .  B u t  s t i l l ,  t h e  i d e o l o g i c a l  
i n f l u e n c e  o f  t h e  v a s t  p h y s i o c r a t i c  l i t e r a t u r e  o n  
e c o n o m i c  p o l i c y  c a n  h a r d l y  b e  e x a g g e r a t e d .  T h o u g h  t h e y  
h a d  l i t t l e  p e r s o n a l  s u c c e s s  w i t h  t h e i r  L a  i  s s e z  f a  i r e  
P r o g r a m m e ,  t h e  p h y s i o c r a t s  d i d  p r e p a r e  t h e  w a y  f o r  A d a m  
S m i t h * s  v e r s i o n  o f  t h e s e  s a m e  a r g u m e n t s  i n  c o u n t r i e s  a s  
d i s t a n t  a s  R u s s i a  a n d  P o l a n d .
T h e  p h y s i o c r a t s *  p r o g r a m m e  o f  r e f o r m  w a s  
f r u s t r a t e d  b y  t h e  i n e r t i a  o f  a  r i g i d  s o c i a l  s t r u c t u r e  a n d  
t h e  o p p o s i t i o n  o f  v e s t e d  i n t e r e s t s .  M o r e o v e r ,  t h e  
g e n e r a l  p u b l i c  w a s  u n s y m p a t h e t i c ,  n o t  y e t  h a v i n g  h a d  t i m e  
t o  b e c o m e  i d e o l o g i c a l l y  a t t u n e d  t o  t h e  n e e d s  o f  e m e r g i n g  
C a p i t a l i s m .  T h e  n a t u r e  o f  t h e s e  r e a c t i o n a r y  f o r c e s  c a n  
b e s t  b e  u n d e r s t o o d  b y  t h e i r  o p p o s i t i o n  t o  t h e  m e a s u r e s
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i n t r o d u c e d  b y  T u r g o t  w h i l e  h e  w a s  i  n t e n d a n t  o f  L i m o g e s  
f r o m  1 7 6 1 - 1 7 7 4  a n d  C o n t r o l l e r  G e n e r a l  o f  F r a n c e  f r o m  
1 7 7 4  t o  1 7 7 6 ,  I n  L i m o u s i n  h e  a b o l i s h e d  t h e  c o r v e e  
a n d  h a d  t h e  r o a d s  r e p a i r e d  b y  g o v e r n m e n t - h i r e d  w o r k m e n ,  
b u t  f r o m  t h e  v e r y  b e g i n n i n g  t h i s  i n c e n s e d  t h e  r a t e p e y e r s .  
T h e  f a r m e r - e n t r e p r e n e u r * s  p r e d i l e c t i o n  f o r  a  p r e d i c t a b l e  
o r d e r  o f  c o m m e r c i a l  c o n t r a c t  h a d  n o t  a s  y e t  c o m e  t o  t h e  
f o r e .  W h e n  h e  b e c a m e  C o n t r o l l e r - G e n e r a l ,  T u r g o t  d i d
a w a y  w i t h  t h e  j u r a n d e s  o r  g u i l d s  a n d  a  n u m b e r  o f  m o n o ­
p o l i e s  o f  v a r i o u s  k i n d s .  B u t  a l l  t h i s  w a s  s o o n  s w e p t  
a w a y  b y  a  r e a c t i o n  t o  h i s  r e f o r m s .  A n  u n f o r t u n a t e  b i t  
o f  b a d  l u c k  w a s  t h e  i m m e d i a t e  c a u s e  t h a t  p r e c i p i t a t e d
h i s  f a l l  f r o m  f a v o u r  ---------  h i s  f r e e  g r a i n  m e a s u r e  h a p p e n e d
t o  c o i n c i d e  w i t h  a  b e d  h a r v e s t .  T h i s  a r o u s e d  t h e  r e s e n t ­
m e n t  o f  t h e  r u r a l  p r o l e t a r i a t  w h o  f e a r e d  f o r  t h e  p r i c e  o f  
h i s  b r e a d .  A n d  t h i s  s a m e  a c c i d e n t  p r o v i d e d  t h e  o p e n i n g  
f o r  t h e  c o u n t e i — a t t a c k  o f  t h e  v e s t e d  i n t e r e s t s .  W i t h i n  
t h r e e  m o n t h s  o f  T u r g o t * s  f a l l ,  t h e  c o r n  l a w s ,  t h e  c o r v e e ,  
a n d  t h e  j u r a n d e s  w e r e  o n c e  a g a i n  t h e  o r d e r  o f  t h e  d a y .
T h e  o n l y  p o w e r  c a p a b l e  o f  r e f o r m  w a s  t h e  f o r c e f u l  u s e  o f
r o y a l  p r e r o g a t i v e  -----------  t h u s  t h e  p h y s i o c r a t s '  a d m i r a t i o n
f o r  d e s p o t i c  m o n a r c h y .  B u t  t h i s  p o w e r  w a s  n o t  u s e d
d r a s t i c a l l y  e n o u g h  b y  L o u i s  X V I  w h o ,  a f t e r  a l l ,  w a s  n o t  
a  d e s p o t .  M o r e  t h a n  a  d e c a d e  w a s  r e q u i r e d  f o r  t h e  p h y ­
s i o c r a t  i c  c a u s e  t o  g a i n  a  s u f f i c i e n t  n u m b e r  o f  r e c r u i t s  
a n d  e v e n  t h e n  t h e  p r o s e l y t e s  h a d  t o  b e  p r e p a r e d  b y  t h e  
p u r g a t o r y  o f  r e v o l u t i o n .
CHAPTER 7 
SOME SELECTED PHYSIOCRATIC FILIATIONS
I n  r e c e n t  y e a r s  t h e r e  h a s  b e e n  a n  i n c r e a s i n g  
a w a r e n e s s  o f  t h e  p h y s i o c r a t s '  i n f l u e n c e  o n  s u b s e q u e n t  
e c o n o m i c  t h o u g h t .  T h o u g h ,  i t  g o e s  w i t h o u t  s a y i n g ,  
h i s t o r i o g r a p h e r s  h a v e  n e v e r  c o m p l e t e l y  l o s t  s i g h t  o f  t h e i r  
i n f l u e n c e .  T h e i r  c o n t r i b u t i o n  t o  c a p i t a l  t h e o r y  h a s  
g e n e r a l l y  b e e n  r e c o g n i z e d  b y  a l l  e c o n o m i s t s  f r o m  A d a m  
S m i t h  o n .  A s  w e l l ,  i t  i s  a p p r e c i a t e d  t h a t  t h e i r  d o c t r i n e  
i n c i t e d  m u c h  i n q u i r y  i n t o  t h e  s u b j e c t  o f  v a l u e .  M a i n l y ,  
p h y s i o c r a c y  p o s e d  q u e s t i o n s  o n  t h i s  h e a d  t h a t  l a t e r  e c o n ­
o m i s t s  t r i e d  t o  a n s w e r  i n  t h e i r  s e v e r a l  d i s t i n c t i v e  w a y s .  
B u t ,  b e s i d e s  t h i s  o r d e r  o f  i n f l u e n c e ,  t h e r e  o f t e n  r e ­
m a i n e d  i n  s t u d i e s  o n  t h e  s o u r c e  o f  w e a l t h  a  d i s t i n c t i v e  
p h y s i o c r a t i c  r e s i d u e .  B y  w a y  o f  a n  i m p o r t a n t  e x a m p l e ,  
t h e r e  i s  a  p h y s i o c r a t i c  a s p e c t  t o  A d a m  S m i t h ' s  W e a  1 1 h  o f
N a t i o n i s  a  p h y s  i o c r a t  i c  b i a s  s o  w o r r y i n g  t h a t  i t  p r o ­
v o k e d  S m i t h ' s  f i r s t  t h e o r e t i c a l l y - a d e p t  c r i t i c  L a u d e r d a l e  
t o  r e c o n d - r u c t  a  n e w  s y s t e m  o f  v a l u e  e x p r e s s l y  d e s i g n e d  t o  
e l i m i n a t e  t h e  e r r o n e o u s  d o c t r i n e  o f  D o c t o r  Q u e s n a y .  T h e  
f i r s t  t a s k  o f  t h i s  c h a p t e r  w i l l  b e  t o  t r y  t o  a s c e r t a i n  
t h e  e x a c t  n a t u r e  o f  S m i t h ' s  p h y s i o c r a t i o  p a s s a g e s .  F o r  
t h e  m o s t  p a r t ,  w e  w i I  I n o t  a t t e m p t  t o  r e v i e w  t h e  b r o a d  
h e r i t a g e  o f  p h y s i o c r a c y .  W e  h a v e  a l r e a d y  s a i d  a  g o o d
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d e a l  o n  t h e i r  m o r e  g e n e r a l l y  a c c e p t e d  c o n t r i b u t i o n s  
( p a r t i c u l a r l y  o n  t h e  s u b j e c t  o f  c a p i t a l )  I n  p r e v i o u s  
c h a p t e r s .  R a t h e r ,  w e  w i l l  c o m m e n t  o n  s e v e r a l  I n f l u e n c e s  
o n  t h e  m a i n  s t r e a m  o f  e c o n o m i c  t h o u g h t  t h a t  h a v e  e s c a p e d  
t h e  n o t i c e  o f  m o s t  c r i t i c s  b y  r e a s o n  o f  t h e  p h y s i o c r a t s *  
a b s t r a c t  r e a s o n i n g  a n d  u n f i n i s h e d  w o r k m a n s h i p .  T h e  
t w o  o t h e r  s u b j e c t s  w h i c h  w e  h a v e  c h o s e n  a r e  ( i )  M a  I t h u s *  
t h e o r y  o f  r e n t  a n d  ( 2 )  t h e  c o n t r o v e r s y  b e t w e e n  t h e  
" g e n e r a l  g l u t "  t h e o r i s t s  a n d  t h e  p r o p o n e n t s  o f  o t h e r  
t h e o r i e s  o f  c r i s i s  o f  t h a t  d a y .  W e  h a v e  p u r p o s e l y  l i m i t e d  
o u r  s t u d y ,  f o r  r e a s o n s  o f  s p a c e ,  t o  t h e s e  s e l e c t e d  a s p e c t s  
o f  t h e  w o r k  o f  A d a m  S m i t h  a n d  h i s  i m m e d i a t e  s u c c e s s o r s .  
S t i l l ,  t h i s  a r r a n g e m e n t  s h o u l d  s h o w  t h a t  t h e  p h y s i o c r a t i c  
h e r i t a g e  i s  o n  a  b r o a d e r  f r o n t  t h a n  I s  g e n e r a l l y  r e a l i s e d .  
T h e  W e a  I t h  o f  N a t i o n s  a f f o r d s  a n  e x a m p l e  o f  a  w o r k  t h a t  
h a d  n o t  a s  y e t  c o m p l e t e l y  b r o k e n  a w a y  f r o m  t h e  i n f l u e n c e  
o f  b a s i c  p h y s i o c r a t i c  p r e c o n c e p t i o n s .  M a  I t h u s * s  t h e o r y  
o f  r e n t  g i v e s  a n  I n d i s p u t a b l e  i n s t a n c e  i n  w h i c h  Q u e s n a y ' s  
d i s c u s s i o n  o f  t h e  d e m a n d  s i d e  o f  t h e  e c o n o m i c  e q u a t i o n s  
m a d e  a n  i m p r e s s i o n  o n  a  s u c c e s s o r .  A n d ,  f i n a l l y ,  w e  w i l l  
t r y  t o  r e l a t e  t h e  c o n t r o v e r s y  o v e r  t h e  " g e n e r a l  g l u t "  t o  
t h e  D i s p r o p o r t i o n a I i t y  T h e o r y  o f  C r i s i s  o f  R i c a r d o  a n d  S a y .  
T h i s  l a t t e r  t h e o r y  I s  o f  s p e c i a l  i n t e r e s t  t o  u s  b e c a u s e  
i t  d e s c r i b e s  a  k i n d  o f  g e n e r a l  e q u i l i b r i u m  s i m i l a r  t o  t h a t  
d e p i c t e d  b y  t h e  t a b  I e a u  ë c o n o m I q u e .
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I .  T h e  I n f l u e n c e  o n  A d a m  S m i t h  o f  Q u e s n a y * s
S c h e m e  o f  C i r c u l a t i o n .
" L a n d ,  m i n e s ,  a n d  f i s h e r i e s " ,  w r i t e s  A d a m  S m i t h  
i n  t h e  W e a I t h  o f  N a t  i  o n s ,  " r e q u i r e s  a  I I b o t h  a  f i x e d  a n d  
c i r c u l a t i n g  c a p i t a l  t o  c u l t i v e  t h e m :  a n d  t h e i r  p r o d u c e
r e p l a c e s  w i t h  a  p r o f i t ,  n o t  o n l y  t h o s e  c a p i t a l s ,  b u t  
a l l  o t h e r s  i n  s o c i e t y .  T h u s  t h e ' f a r m e r  a n n u a l l y  r e ­
p l a c e s  t o  t h e  m a n u f a c t u r e r  t h e  p r o v i s i o n s  w h i c h  h e  h a s  
c o n s u m e d  a n d  t h e  m a t e r i a l s  w h i c h  h e  h a s  w r o u g h t  u p  t h e  
y e a r  b e f o r e ,  a n d  t h e  m a n u f a c t u r e r  r e p l a c e s  t o  t h e  f a r m e r  
t h e  f i n i s h e d  w o r k  w h i c h  h e  h a s  w a s t e d  a n d  w o r n  o u t  i n  t h e  
s a m e  t i m e .  T h i s  i s  t h e  r e a l  e x c h a n g e  t h a t  i s  a n n u a l l y  
m a d e  b e t w e e n  t h o s e  t w o  o r d e r s  o f  p e o p l e . *  *  * " ^
J u s t  w h a t  s i g n i f i c a n c e  d o  s u c h  s t a t e m e n t s  h a v e  
f o r  t h e  b r o a d  c o n t e x t  o f  S m i t h ’ s  s y s t e m ?  A r e  w e  t o
d e s p a i r  w i t h  h i s  c r i t i c  L a u d e r d a l e  t h a t  ---------  " I n d e e d ,
t h e r e  i s  n o  o p i n i o n  t h a t  h a s  a n y w h e r e  b e e n  m a i n t a i n e d  o n  
t h e  s u b j e c t  o f  t h e  s o u r c e s  o f  w e a l t h ,  w h i c h  d o e s  n o t  
a p p e a r  t o  h a v e  b e e n  a d o p t e d  i n  d i f f e r e n t  p a r t s  o f  t h e  
I n q u  i r y  i n t o  t h e  W e a I t h  o f  N a t i o n s . "  T o d a y ,  m o s t
c r i t i c s  a r e  i n c l i n e d  t o  i n t e r p r e t  S m i t h  g e n e r o u s l y .  T h e y  
a r e  a c c u s t o m e d  t o  r e g a r d  h i m  a s  t h e  g r e a t  e c l e c t i c  w h o  
r e c o n s t r u c t e d  a  s y n t h e t i c  s y s t e m  f r o m  t h e  m a t e r i a l s ,  
g e n e r a l l y  t h e  b e s t ,  t h a t  h i s  p r e d e c e s s o r s  h a d  t o  o f f e r  
h i m ,  m o d u l a t i n g  i n  h i s  w o r k  t h e  e x t r e m e  b i a s e s  o f  b o t h
1. Adam Smith, WeaJth o f  Nations, Cannon E d itio n , Vol, I ,  p ,266 ,
2, Lauderdale, Public Wealth (Edinburgh 1804), p,116.
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m e r c a n t i l i s t s  a n d  p h y s i o c r a t s .  S u c h  s t a t e m e n t s  a s  t h a t  
a b o v e  a r e  o f t e n  d i s r e g a r d e d  a s  u n d i g e s t e d  p h y s i o c r a t î c  
t a p p i n g s  t o  w h i c h  n o  i m p o r t a n c e  s h o u l d  b e  a t t a c h e d .  B u t  
i s  t h i s  t r u e  ?  O r ,  g o i n g  d i r e c t l y  t o  t h e  h e a r t  o f  t h e  
m a t t e r ,  d o e s  A d a m  S m i t h ’ s  v i e w  o f  t h e  o r i g i n  o f  w e a l t h  
a d m i t  t h e  p r e c o n c e p t i o n s  o f  t h e  u n i q u e  p r o d u c t i v i t y  
d o c t r  i n e  ?
W e  h a v e ,  t h e  r e a d e r  w i l l  r e m e m b e r ,  c o m e  t o  t h e  c o n c l u ­
s i o n  t h a t  t h e  m o s t  u n i q u e  a s p e c t  o f  t h e  p h y s i o c r a t s ’  s y s t e m  
l i e s  i n  t h e i r  v i e w  o f  c i r c u l a t i o n .  T h e y  t h o u g h t  t h a t  t h e  
f l o w  o f  i n c o m e  h a d  a s  i t s  o n l y  s o u r c e  t h e  p r i m a r y  i n d u s t r i e s  
t h e  g r e a t e r  p a r t  f r o m  a g r i c u l t u r e .  S t a t i n g  t h e  m a t t e r  
n e g a t i v e l y ,  t h e y  h a d  t h e  i d e a  t h a t  n o  e c o n o m i c  s e c t o r  
o t h e r  t h a n  a g r i c u l t u r e  r e c e i v e s  a n  i n c o m e  i n  e x c e s s  o f  i t s  
r e c e i p t s  f r o m  o t h e r  s e c t o r s .  A s  w e  h a v e  s a i d  m o r e  t h a n  
o n c e ,  t h i s  p r e m i s e  c o u l d  n e v e r  b e  r e c o n c i l e d  w i t h  t h e  f a c t s ,  
e v e n  i n  t h e  m o s t  p r i m i t i v e  e c o n o m y ,  f o r  t h e  m a n u f a c t u r i n g  
a n d  c o m m e r c i a l  s e c t o r s  a l w a y s  c r e a t e  i n c o m e  ( e x c h a n g e  
v a l u e )  t o  t h e  e x t e n t  c o m m o d i t i e s  a n d  s e r v i c e s  a r e  e x c h a n g e d  
w i t h i n  t h e s e  s e c t o r s .  C o u l d  i t  b e  p o s s i b l e  t h a t  A d a m  
S m i t h  d i d  n o t  u n d e r s t a n d  t h i s  ?  T h e  f o r e g o i n g  s t a t e m e n t  
a r g u e s  t h a t  h e  w a s  c o n f u s e d  o n  t h e  m a t t e r .  I t  s a y s ,  
u n e q u i v o c a l l y  s o ,  t h a t  a l l  c a p i t a l  -  n o  m a t t e r  w h e r e  i t  i s  
a c c u m u l a t e d  -  i s  r e p l a c e d  w i t h  a  p r o f i t  b y  t h e  f l o w  o f  
i n c o m e  p r o v i d e d  b y  l a n d ,  m i n e s ,  a n d  f i s h e r i e s .  T h i s  o n e  
s t a t e m e n t  i s  n o t ,  o f  c o u r s e ,  s u f f i c i e n t  t o  m a k e  S m i t h  a  
p h y s i o c r a t ;  a s  w e l l ,  h e  w o u l d  h a v e  t o  s u p p o r t  t h e  i d e a  
t h a t  a l l  l a b o u r  c o s t s  a r e  r e p l a c e d  b y  p r i m a r y  i n d u s t r i e s .
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B u t  i t  s h o u l d  b e  a p p r e c i a t e d  t h a t  o n  n o  o c c a s i o n  d o e s  
S m i t h  m a k e  a  s t a t e m e n t  t h a t  d i r e c t l y  c o n t r a d i c t s  t h e  i d e a  
t h a t  t h e  i n c o m e  f l o w  h a s  i t s  o r i g i n  i n  t h e  p r i m a r y  i n d u s t r i e s  
M a n y  a u t h o r s  h a v e ,  p u r p o r t i n g  t o  s h o w  t h e  d e g r e e  S m i t h  
h a d  b r o k e n  w i t h  m e r c a n t i l i s t  a n d  p h y s i o c r a t i c  e r r o r s ,  q u o t e d  
a s  e v i d e n c e  s u c h  s t a t e m e n t s  a s  t h e  f o l l o w i n g  :
" W a g e s ,  p r o f i t ,  a n d  r e n t ,  a r e  t h e  t h r e e  o r i g i n a l  s o u r c e s  
o f  a l l  i n c o m e  a s  w e l l  a s  o f  a l l  e x c h a n g e  v a l u e .  A l l
o t h e r  r e v e n u e  i s  u l t i m a t e l y  d e r i v e d  f r o m  s o m e  o n e  o r  a n o t h e r
3
o f  t h e s e . "  H o w e v e r ,  t h i s  s t a t e m e n t  i s  r e l a t e d  t o  t h e
d i s t r i b u t i o n  o f  i n c o m e  a n d  h a s  n o t h i n g  a t  a l l  t o  s a y  a b o u t  
i t s  s e c t o r i a l  s o u r c e .  T h e  p h y s i o c r a t s  t h e m s e l v e s
( p a r t i c u l a r l y  T u r g o t  i n  h i s  R e f l e c t i o n s ) h a d  t h e  s a m e  d i s ­
t r i b u t i v e  s c h e m e  i n  m i n d .
S m i t h  d i s c u s s e s  t h e  s u b j e c t  o f  i n t r a - s e c t o r i a  I 
c i r c u l a t i o n  o n l y  o n c e  ( i n  h i s  c h a p t e r  o n  " A g r i c u l t u r a l  
S y s t e m s " ) .  H e  a t t e m p t s  t o  r e f u t e  t h e  u n i q u e  p r o d u c t i v i t y
d o c t r i n e  b u t  i n  r e a l i t y  d o e s  n o t h i n g  b u t  q u a r r e l  o v e r  
m a t t e r s  o f  d e f i n i t i o n  -  i n  t h e  e n d  c o n c e d i n g  t o  t h e  p h y s i o -
4
c r a t s  a l l  t h e i r  b a s i c  a s s u m p t i o n s .  I t  m i g h t  d o  t o
q u o t e  S m i t h  a t  l e n g t h  :
The cap ita l error o f th is  system, Cthe physiocratic system), 
however, seems to l i e  in i ts  representing the class o f  
a r t if ic e r s , manufacturers and mercîiants, as altogether barren 
ard unproductive. The fo llow ing  observations may serve to 
show the impropriety o f  th is  representation.
3, Smith, op, c i t , Vol, I , ,  p , 54,
4, Lauderdale was the f i r s t  c r i t ic  to po int out that S h ith 's  ideas 
on c ircu la tio n  conceded a l l  the essentia ls  o f  the physiocrats' unique 
pro d u ctiv ity  doctrine, Lauderdale, op, c i t ,. pp, 138-140,
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F irs t ,  th is  class, i t  is  acknowledged, reproduces 
annually the value o f  i ts  own annual consumption, and continues, 
a t le a s t, the existence o f  the stock or ca p ita l which maintains 
and employs i t .  But on th is  account alone the denomination 
o f barren or unproductive should seem very improperly applied to 
i t .  We should not c a ll a marriage barren or unproductive, 
though i t  produce only a son and a daughter, to replace the 
fa th e r and the mother, and though i t  did not increase the number 
o f the human species, but only continued as i t  was before,
Fanrvers and country labourers, indeed, over and above the stock 
that maintains and employs them, reproduce annually a neat produce, 
a fre e  rent to the landlord. As a marriage which affords  
three children is  ce rta in ly  more productive than one that affords  
only two; so the labour o f  fanwers and country labourers is  
c e rta in ly  more productive thon thjot o f merchants, a r t i f ic e r s ,  and 
manufacturers. The superior produce o f  one class, however, 
does not render the other barren or unproductive,
Secondly, i t  seems, upon th is  account, altogether 
improper to consider a r t i f ic e r s ,  manufacturers and merchants, 
in the same lig h t  as menial servants. The labour o f  menial
servants does not continue the existence o f the fund which 
maintains and employs them. Their maintenance and employment
is altogether a t the expense o f  th e ir  masters, and the work 
which they perform is  not o f a nature to repay th at expense.
That work consists in services which perish generally a t the 
very instant o f  th e ir  performance, and does not f i x  or 
re a liz e  i t s e l f  in any vendible commodity which can replace 
the value o f  th e ir  wages and Tnaintenance, The labour, on the
contrary, o f a r t i f ic e r s , manufacturers, and merchants, 
n a tu ra lly  does f i x  and re a liz e  i t s e l f  in some such vendible 
commodity. I t  is upon th is  account th a t, in the chapter 
in which I  tre a t o f productive and unproductive labour, I  have 
classed a r t if ic e r s , manufacturers and merchants, among productive 
labourers, and menial servants among the barren or unproductive.
Th ird ly , i t  seems upon every supposition, improper to 
say that the labour o f a r t i f ic e r s , manufacturers and merchants 
does not increase the revenue o f  society. Though we should 
suppose, fo r  example, as i t  seems to be supposed in  th is  system, 
that the value o f the d a ily , monthly, and yearly  consumption 
o f th is  class was exactly equal to that o f i ts  d a ily , monthly 
and yearly production; yet i t  would not from thence fo llo w
that labour added nothing to the re a l revenue, to the re a l value 
o f the annual produce o f the land and labour o f society. While 
he has consumed a h a lf  yearly revenue o f ten pounds o f  corn and 
other necessaries, he has produced an equal value o f work capable 
o f purchasing, e ither to him self or some other person, an equal 
h a lf  yearly revenue. The value, therefore , o f which has been 
consumed and produced during these s ix  months is  equal, not to 
ten, but to twenty pounds. I t  is  possible, indeed, that no
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TJiore than ten pounds worth o f  value, may have ever existed a t  
any one moment o f tim e. But i f  the ten pounds worth o f  com  
and other necessaries, vAxich are consumed by the a r t i f i c e r , 
hod been consumed by a so ld ie r and a menial servant, the value 
o f th at p art o f  the annual produce which existed a t the end o f  
s ix  months, would have been ten pounds less than i t  os tu o lly  
is  in  consequence o f  the labour o f  the a r t i f i c e r , Though 
the value o f what the a r t i f ic e r  produces, th ere fo re , should not 
a t any one moment o f time be supposed to be greater than the 
value he consumes, yet a t every moment o f  time the oLctual 
ex isting  value o f  goods in the market is , in  consequence o f  what 
he produces, greater than i t  otherwise would be, 5
(We have i t a l i c i z e d  the  passages in which Smith 
suggests th a t  he is making assumptions merely in order  to  
f o l l o w  the reasoning o f  the p h y s i o c r a t s . )  Here,  he has 
given thr e e  arguments a ga in s t  the unique p r o d u c t i v i t y  o f  
a g r i c u l t u r e .  Cont rar y  to what he expected ,  a l l  t h r e e
of  these arguments have been turned  a g a i n s t  him, by var io us  
au t h o rs ,  as evidence prov ing  a p h y s i o c r a t i c  b ias  in h is  
work.  But,  in p o i n t  o f  f a c t ,  the f i r s t  two arguments are  
v a l i d  ideas t h a t  need not n e c e s s a r i l y  be a s s o c i a t e d  w i th  
phys iocr acy .  A c t u a l l y ,  i t  is the t h i r d  argument th a t
concedes p h y s i o c r a t i c  pr ec onc ept ions  on the source o f  w e a l t h .  
We have a l re a d y  had occasion to comment on the f i r s t  a rgu­
ment .^ This s ta tement  as to  the s u p e r i o r  p r o d u c t i v i t y
o f  a g r i c u l t u r e  is ,  f o r  t h a t  t im e ,  s u b s t a n t i a l l y  t r u e  -----
no m at te r  how one examines the m a t t e r .  Under c o n d i t i o n s  
in which only the a g r i c u l t u r a l  sec tor  o f  the economy a f f o r d s  
an a p p r e c i a b l e  r e n t ,  a g iven input  of  labour  and c a p i t a l  
(assuming un i form wages and p r o f i t s  throughout  the economy)
5, S k ith , O P , c i t , ,  Vol, I I ,  pp, 172-174,
6, See Chapter 6 , Section 2,
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m a n i f e s t l y  produces the g r e a t e s t  income ( i . e .  va lue  pr od uc t )  
when employed in a g r i c u l t u r e .  Even from the p e r s p e c t i v e  
o f  w e l f a r e  economics,  t h i s  input  o f  l abour  and c a p i t a l  
would produce a g r e a t e r  h e d o n i s t i c  income, because i t  is  
p r e c i s e l y  by reason o f  the r e l a t i v e l y  high marginal  u t i l i t y  
of  the la s t  increment o f  a g r i c u l t u r a l  produce consumed 
t h a t  demand c o n d i t i o n s  o f f e r  a payment to  land in excess o f  
i t s  supply p r i c e . ^  The second argument tur ns  on the
d i s t i n c t i o n  between p r o d u c t i v e  and unp ro d uc t i v e  labour .
We have a l re a d y  commented on the impor tant  t r u t h  con ta ined  
in t h i s  l i n e  of  reason,  and s h a l l  have more to say on i t
p r e s e n t l y .  But ,  f i r s t ,  l e t  us examine S m i t h ’ s t h i r d
argument.
" f l f * î  wea l th  is regarded as dependent on exchange 
v a l u e " ,  complains Lauderda le  in r e f e r e n c e  to t h i s  t h i r d  
argument,  " i t  is d i f f i c u l t  to p e r c e i v e  how he £the a r t i f i c e r ^  
should have deemed t o  have increased the n a t i o n a l  stock by
g
such an e x i s t e n c e . "  We can h a r d l y  q u a r r e l  w i th  t h i s
Judgment. Smith a p p a r e n t l y  agreed w i t h  the p h y s i o c r a t s ’
n o t io n  ( o r ,  at  l e a s t ,  d e s p i t e  h is  r e s e r v e ,  does not contes t  
i t ) ,  t h a t  the t o t a l  va lue  product  o f  the n o n - a g r i c u l t u r a l  
sectors  does not exceed t h e i r  e x p e n d i t u r e  f o r  "corn and
o th er  n e c e s s a r i e s ’*  presumably,  a l l  o f  which are  purchased
from the a g r i c u l t u r a l  s e c t o r .  This is not to deny t h a t  
Adam Smith always recognized  t h a t  m anu fa c tu r in g  labour adds 
va lue  to raw m a t e r i a l s .  "The va lue  which the workmen add 
to the m a t e r i a l s ” , he says,  " t h e r e f o r e ,  r e s o l v e s  i t s e l f  in
7, We assumo here, o f  course, th at a g r ic u ltu ra l land ?ias no a lte rn a tiv e  
uses o r, as another p o s s ib ility , i t s  a g r ic u ltu ra l employmsnt is  i t s  most
valuable employment,
8 , Lauderdale, o d _, c i t . ,  pp,140-141,
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t h i s  case in to  two p a r t s ,  o f  which the one pays t h e i r  wages,  
the o th er  the p r o f i t s  o f  the employer upon the whole stock
Q
o f  m a t e r i a l s  and wages which he advanced." Be t h a t  as
i t  may, the p h y s i o c r a ts  themselves never went so f a r  as to  
deny t h a t  the s t e r i l e  sec tor  accrues wages and p r o f i t s ,  
but s t i l l  thought i t  p o s s i b l e  t h a t  these d i s t r i b u t i v e  pay­
ments could be reso lved  to the va l ue  o f  subs is tence  goods 
o r ,  i n d i r e c t l y ,  to the va lue  o f  raw m a t e r i a l s  and s u b s i s t ­
ence goods used up in the pr o d u c t io n  o f  manufactured goods 
and the accumulat ion o f  r e a l  c a p i t a l .  That Adam Smith
d id  not use the e x i s te n c e  o f  m anu fa c tu r in g  p r o f i t s  to  
argue a ga i n s t  the unique p r o d u c t i v i t y  o f  a g r i c u l t u r e ,  may 
suggest t h a t  he, as wel l  as the p h y s i o c r a t s ,  had some such 
scheme in mind. P o s s i b l y ,  i t  was simply t h a t  he did not  
t h i n k  i n t e n t l y  on t h i s  m a t t e r  o f  i n t r a - s e c t o r i a  I c i r c u l ­
a t i o n .  C e r t a i n l y ,  i t  is a p p r e c i a t e d  t h a t  he suggested
several  a l t e r n a t i v e  schemes t h a t  p o i n t  away from phys io­
c r a t i c  preconcept ions .  Anyway, t h i s  is not g iven as any­
t h i n g  more than a l o w - l e v e l  c r i t ' i q u e  o f  S m i t h ’ s work.  V/e 
simply want to show the exact  na tu re  o f  such p h y s i o c r a t i c  
not ions  as remain in h is  work.  Whatever i t s  importance,
the f a c t  remains t h a t  he i n v a r i a b l y  choses a p h y s i o c r a t i c  
frame o f  r e f e r e n c e  whenever he comes to discuss the c i r c u l ­
a t i o n  o f  commodit ies and values between s e c t o r s .  We might  
give  one more example o f  t h i s .  "The commerce o f  every  
c i v i l i z e d  s o c i e t y " ,  he t e l l s  us,  " i s  c a r r i e d  on between the  
i n h a b i t a n t s  of  the town and those o f  the cou nt ry .  I t  c on s i s ts
9 , S k ith , op, c i t , ,  Vol, I ,  p ,50 .
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in the exchange of  rude f o r  manufactured produce, e i t h e r
immediate ly ,  or by the i n t e r v e n t i o n  of  money ............. The
count ry  suppl ies  the town wi th  the means of  subs is tence,  
and the m a t e r i a l s  o f  manufacture*  The town repays t h i s  
by sending back a pa r t  of the manufactured produce to the  
i n h a b i t a n t s  of  the country .  The town, in which the re  
n e i t h e r  is not can be any r e p ro du c t io n  o f  subsis tences,  
may very pro per ly  be said to gain i t s  whole wea l th and 
subsistence from the c o u n t r y . " ' ^
In any event ,  t h i s  p h y s i o c r a t i c  bias cannot be 
said to d e t r a c t  from Sm i th ’ s s u b s t a n t i a l  o b j e c t i v e  and 
s u b j e c t i v e  o r i g i n a l i t y .  I t  is har d ly  every the case t h a t  
an innovator ,  no mat te r  how o r i g i n a l  he may be, succeeds 
in completely breaking wi th  the outmoded f o r m u la t i o n s  of  
his  predecessors. P h y s i o c r a t i c  not ions  on the o r i g i n  of  
weal th  did not die wi th Adam Smith,  though they were 
a l r e a d y  moribund, but ,  as we sha l I  see in the l a s t  se c t i on  
of  t h i s  chapter ,  l in g e re d  on to g ive  a p e c u l i a r  form to 
the c a p i t a l  over -accumulat ion t h e o r i e s  o f  Thomas Grey 
and W i l l i a m  Spence. But,  s t r a n g e l y  enough, the erroneous 
assumptions of  the unique p r o d u c t i v i t y  d o c t r i n e  were never  
completely la i d  bare by most c r i t i c s  o f  phys iocracy .  The 
i n t r u s i o n  of  caprfal i n t e n s i v e  in d u s t r y ,  w i th  i t s  tremendous 
income product ing p o t e n t i a l ,  q u ic k ly  made the preconcept ions  
of  t h i s  theory u n i n t e l l i g i b l e  and remote,  even f o r  academic 
study.
10, Ib id ,, p , 355,
Here, as in the quotation on page one o f th is  chapter. Smith ta lks  
in purely physical terms about the c irc u la tio n  o f income and c a p ita l, 
as though the c ircu la tio n  o f exchange values involv&i no add itiona l 
compl^^^i'^^'^' -Tn such instances, he f a i ls  to ex trica te  him self from  
the physiocratic weakness fo r  id en tify in g  the production o f  exchange 
value with physical productiveness.
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I t  might serve some useful  purpose to make a few 
a d d i t i o n a l  comments on Adam Sm i th ’ s d i s t i n c t i o n  between 
produc t iv e  and unproduct ive labour .  Some c r i t i c s  seem 
To b e l i e v e  that  the idea involves some s o r t  o f  p h y s i o c r a t i c  
e r r o r .  A c t u a l l y ,  t h i s  is a comple te ly  va I id Ira in o f  
reason,  developed from ideas suggested by the p h y s i o c r a t s ’ 
research on the na ture  o f  p roduct iv ene ss .  The m at te r  is 
simple enough. Smith perce ived  th a t  s o c i e t y  as a whole 
could e i t h e r  " l i v e  beyond i t s  income", or the  r e v e r s e ,  
increase i t s  income; the former  s i t u a t i o n  he i d e n t i f i e d  
wi th  the d e p le t i o n  of  c a p i t a l  and the l a t t e r  w i th  the net  
accumulat ion of  c a p i t a l .  His d e f i n i t i o n  is r e a d i l y  under­
stood i f  only one keeps in mind t h a t ,  l i k e  the p h y s i o c r a t s ,  
he included a l l  p rod uct iv e  agents,  except  land,  under the
ge ne r ic  heading o f  c a p i t a l  ( e i t h e r  as f i x e d  or as c i r c u l a t i n g  
II
c a p i t a l ) ,  fo r  c a p i t a l  is needed to m o b i l i z e  a l l  the means 
of  product ion  -  th a t  is ,  employable labour ,  machines,  and 
goods to work up and l i v e  on. This m o b i l i z a t i o n  of  p ro duct ive  
agents n e c e s s a r i l y  involves accumulat ion ,  because ( ap Bohm- 
Bawerk would have i t )  the employment o f  c a p i t a l  is a 
roundabout process over a per iod  o f  t ime,  which i nv o lv e s ,  
as a beginning,  the accumulat ion of  a c a p i t a l  fund,  which 
is then invested in machines and the advance of  a f low o f  
wage-goods and w a g e - s e r v i ces. The q u a n t i t y  o f  c a p i t a l ,
according to his view of  the produ ct ive  process,  is the main
11, This does not rnean that labour and ca p ita l are one and the sane 
th ing , but only that the quantity o f  productive labour e ffe c tiv e ly  
employed is  lim ited  by the value o f  c irc u la tin g  c a p ita l a llo te d  to its  
maintenance. This very mundane tru th  is  a l l  the much-disputed Labour 
Fund Doctrine ever pretended to propose.
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v a r i a b l e  ( î n  a sense, the only v a r i a b l e )  th a t  determines  
the product iveness of  the economic machine.  And so, 
f o r  these reasons, Adam Smith frowned on the d i s s i p a t i o n  
of  s o c i e t y ’ s accumulated p r i n c i p a l  des t ined  to be 
embodied in these c a p i t a l  goods; i t  was almost as though 
he were looking at  the process of  c a p i t a l i s t i c  product ion  
from the ethic of  an i n d i v i d u a l  c a p i t a l i s t .  In t h i s  l i g h t ,  
he framed his d e f i n i t i o n  o f  p ro d uc t i v e  labour:  p r o d u c t iv e
labourers reproduce the value o f  the c a p i t a l  tha t  employs 
them wi th a p r o f i t ,  whereas unproduct ive  labourers  merely  
sel I t h e i r  serv ices  or e ls e  produce something th a t  does 
not gain a p r o f i t .  "Product ive  labour" was given m e r i t o r i o u s  
d i s t i n c t i o n  simply because i t  reproduced the basic  mater i a I 
of  wh i ch the economic machine was c o n s t i t u t e d .  Thus, he 
came to the  conclusion th a t  ex pen di t ur e  on manufactured  
or a g r i c u l t u r a l  goods can e f f e c t  a rea l  accumulat ion of  
w e a l th ,  since the means fo r  f u t u r e  product ion are conserved 
and, over and above t h i s ,  d isposable  surpluses appear.  On 
the o ther  hand, ex pen di ture  fo r  the s e rv ic e s  o f  menial  
servants and s o l d i e r s  w i l l ,  i f  c a r r i e d  too f a r ,  d e p le t e  
the means of  product ion and thereby reduce the actual  r a t e
I.
of  economic growth below the p o t e n t i a l  r a t e .  "According,  
t h e r e f o r e , "  Smith t e l l s  us, "as a sm a l l e r  or g r e a t e r  
p r o p o r t i o n  of  i t  (annual produce) is in any one year  employed 
in m a in ta in in g  produ ct ive  hands, the more in the one case 
and the less in the o ther  w i l l  remain f o r  the p r o d u c t iv e ,  
and the next years produce w i l l  be g r e a t e r  or sm al le r  
a c c o r d in g l y ;  the whole annual produce,  i f  we except the
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spontaneous product ion o f  the e a r t h ,  being the e f f e c t  o f
12
p r o d u c t iv e  la bo ur . "  Smith,  l i k e  the phy s i ocr a ts
(and to some degree the m e r c a n t i l i s t s ) ,  put economic 
growth above every o th er  c o n s i d e r a t i o n .  More c a p i t a l  
i n t e n s i v e  product ion ,  a f t e r  Quesnay*s example,  was the  
means f o r  achiev ing t h i s  end.
Cognate w i th  t h i s  l i n e  of  reason,  Adam Smith 
e n t e r t a i n e d  what he thought was an inseparab le  idea:  t h a t
the maintenance of  unproduct ive  labourers " i s  a l t o g e t h e r  
a t  the expense of t h e i r  masters" — t h a t  is to say,  a t  
the expense of  those who perform pro d uc t i v e  labour .  This  
idea is of  doubtful  v a l i d i t y ,  f o r  unproduct ive  labourers  
c r e a t e  income by exchanging se rv ic e s  f o r  se rv ices  and 
s erv ic es  fo r  goods, Just as income is c rea ted  w i t h i n  the  
manufactur ing and a g r i c u l t u r a l  sec tors  by the exchange 
of  commodities for  commodit ies.  Indeed,  one might p r o p e r l y  
say th a t  the farmers and manufacturers re c e iv e  a p a r t  of  
t h e i r  income from t h e i r  sa les to the s o l d i e r s  and servants  
in e x a c t l y  the same way as Smith says the l a t t e r  pays the 
former .  Smith g e n e r a l l y  assumed th a t  produ ct ive  labour  
( i . e .  c a p i t a l - r e p r o d u c i n g  labour )  must n e c e s s a r i l y  invo lve  
the product ion of  m at e r ia l  commodit ies.  This is not q u i t e  
t r u e ,  fo r  a l l  the s e rv ic e  i n d u s t r i e s  can be organ ized on a
12, Adam Smith, op, c i t ,, Vol, I ,  p , 341,
This d is tin c tio n  between productive and improductive labour is  a 
basic idea behind Marx's theory o f  surplus value. He gave Smith c red it 
fo r  having mode th is  important d is tin c tio n  in h is  Theories o f Surplus 
Value: though, in Marx's Judgment, the issue was confused by several
irre levancies. A ctually , the idea is qu ite c le a r ly  stated in  the f i r s t  
paragraph o f Booh I I ,  Chapter I I I ,  o f  the Wealth o f  Nations,
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c a p i t a l i s t i c  basis.  In any case,  i t  is never meaningful  
to look f o r  the source o f  weal th  in any s i n g l e  s e c to r ,  
cons ider ing  tha t  the c i r c u l a t i o n  of  income is a cont inuous  
f l o w ,  w i thout  beginning or end. S t i l l ,  there  is some­
th i n g  to Adam Smi th ’ s suggest ion t h a t  an undei— developed  
s o c i e t y  tha t  devotes i t s  wea l th to the maintenance o f  an 
i n o r d i n a t e  number of  r e t a i n e r s  must n e c e s s a r i l y  remain 
poor;  tha t  is to say,  the re  is a rea l  s i g n i f i c a n c e  in a 
d i s t i n c t i o n  between m a t e r i a l  p roduct ion and personal  
s e r v i c e s .  That something is jus t  t h i s ;  a personal  
s e r v i c e  is a kind of  economic product ion th a t  cannot  
increase i t s  labour p r o d u c t i v i t y  -  a Francois  Quesnay 
may make jus t  as grea t  c o n t r i b u t i o n s  to economic knowledge 
as J.M. Keynes, and a Madame de Pompadour was at l e as t  as
much of  a grace "to s o c ie t y  as a modern movie s t a r .  But,
in c o n t r a s t ,  a pr oduct iv e  labourer  employed in the pro­
duct ion o f  mat er ia l  commodities may increase both his  
physical  and value p r o d u c t i v i t y  when aided by a g r e a t e r  
accumulat ion of  c a p i t a l  or a more pr o d u c t i v e  range of  
cap i ta I •
2. The Demand S i de of  Mo I t h u s ’ Theory of  Rent .
We have more than once found reason to complain
t h a t  the phy s iocra ts  confounded, in c e r t a i n  c on te x ts ,  
physica l  p r o d u c t i v i t y  w i th  value p r o d u c t i v i t y .  This  
confusion is e s p e c i a l l y  d i s t r a c t i n g  on the sub jec t  of  
va lue ,  but ,  con t rary  to what one would e xp ec t ,  t h e i r  i n q u i r y
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în + o ren t  unearthed some o f  the most p e n e t r a t i n g  observations,  
up to t h e i r  t ime,  on the demand s ide  of  the economic equ a t io ns .  
R e g r e t t a b l y ,  the most important  o f  these i n s i g h t s  f e l l  under  
the shade of  R i c a rd o ’ s c e l e b r a t e d  d i f f e r e n t i a l  p r o d u c t i v i t y  
theory  of  r e n t .  Only Thomas Ma I thus,  o f  the major  
economist of  the next g e n e r a t i o n ,  understood the broader  
meaning o f  p h y s i o c r a t i c  demand th eo ry .  And, what was 
a d m ir a b le ,  t h i s  u n f a i l i n g  advocate o f  unseasonable ideas  
was not at  a l l  embarrassed at  l ay ing  c r e d i t  before t h i s  
unexpected a u t h o r i t y .  He says of  the p h y s i o c r a t s ’ 
c o n t r i b u t i o n s  to the theory of  ren t  :
The f e r t i l i t y  o f  land gives the power o f y ie ld ing  
a re n t, by y ie ld ing  a surplus quantity o f  the necessaries 
beyond the wants o f  the c u ltiv a to rs ; and the peculiar 
q u a lity  belonging to the necessaries o f  l i f e ,  when 
properly d is tr ib u te d , tends strongly and consistently  
to give a value to the surplus by ra is ing  up a population  
to demand i t .
These q u a litie s  o f the s o il and o f  i ts  products 
have been, as might be expected, strongly insisted on by 
the Ibonomists in the d iffe re n t parts  o f  th e ir  works; 
and they are evidently admitted as tru ths by Adam Smith, 
in those passages o f the Wealth o f Ndtions, in  which he 
approaches the nearest to the doctrines o f the Economists,
But modern v r ite rs  have in general been disposed to 
overlook th e m ..... 13,
In t h i s  passage Ma I thus give  h is  endorsement to 
two of  the p h y s i o c r a t s ’ reasons f o r  the emergence of  r e n t .  
F i r s t ,  rent  is dependent,  he argues,  on la n d ’ s pr oduct ive  
power to produce a surplus beyond the wants of  the c u l t i v a t o r .
13, Thomas Malthas, P o lit ic a l Economy (London, 1820), p , 144,
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Ma I thus was one of  t h a t  number of  w r i t e r s  (a long w i th  
P e t t y ,  C a n t i l l o n ,  Mi rabeau,  Quesnay and S t e u a r t )  who looked 
upon the growth of  the  a g r i c u l t u r a l  surplus as one of  the  
most important  f a c t s  o f  economic development.  They a l l  
expounded ad nauseum t h a t  t h i s  is a necessary c o n d i t i o n  
f o r  the emergence of  a r e n t a l  s u r p l u s .  But,  though an 
a g r i c u l t u r a l  physical  surplus is a necessary c o n d i t i o n ,  
i t  is not ,  as Ma I thus r e a l i z e d ,  a s u f f i c i e n t  c o n d i t i o n .
I t  a lso depends upon the q u a n t i t y  and i n t e n s i t y  o f  demand 
f o r  a g r i c u l t u r a l  commodit ies.  In the passage above. Ma I thus 
expresses enthusiasm f o r  the p h y s io c r a ts *  i n s i g h t  in to  the  
e f f e c t  tha t  the number o f  heads has on the value o f
14a g r i c u l t u r a l  commodit ies.  This c o n s i d e r a t i o n  was t i e d  
to h is  over 1y - r i g o r o u s  a p p l i c a t i o n  of  the C a n t i I  Ion -Ml rabeau  
theory  of  po pu la t io n .  He p r e d i c t e d  th a t  the growth o f  
w ea l th  and populat ion would r i s e  the level  o f  consumer 
demand to such an i n t e n s i t y  th a t  ren ts  would increase  
in abso lu te  v a l u e . T h e  course o f  economic h i s t o r y  has 
given important  except ions  to t h i s  p r e d i c t i o n ,  but ,  
nonethe less ,  the reasons he gave f o r  t h i s  opinion c o n s t i t u t e  
a general  theory of  r e n t  t h a t  can e x p l a i n  what has a c t u a l l y  
come to pass by g iv in g  a d i f f e r e n t  weight  than Mai thus to  
severa l  o f  his  v a r i a b l e s .
14. A3 we have already pointed out (See Chapter IX , Section 2 , ) ,  the 
physiocrats were more cautious than Malthas on the subject o f population. 
Generally, they merely presented the innocent idea that population w il l  
tend to increase twoards that l im it  set by the supply o f  foodstu ffs , but 
admitting a t the same time the r ig id i ty  o f  the accustomed standard o f  
l iv in g  that might irvdke th is  statement meaningless. Malthas argued, less  
cautiously, that th is  tendency would be consummated in a re la t iv e ly  short 
period o f time,
15, Malthas, op, c i t ,, pp, 215, 216,
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Phys iocrat  le In f l ue n c e s  on Ma I thus* theory of  r e n t  Is  
ev id e n t  In s i m i l a r  phraseology or i d e n t i c a l  use o f  words,  
and in c e r t a i n  d i s t i n c t i v e ,  c lo s e l y - re a s o n e d  conclusions  
which should have convinced everyone ( though they did not )  
of  the inadequacy of  R ic ard ia n  t he or y .  Fo l lowing a t r a i n  
of  reason s i m i l a r  to th a t  of  Quesnay in his demand 
s c h e d u l e s , M a i  thus propounded a theory o f  ren t  t h a t  
admit ted three c a p i t a l  causes as being r e l e v a n t  to i t s  
emergence:  ^ those two causes r e f e r r e d  to in the for e go in g  
qu ota t io n  and one o t h er .  I t  might do to spe l l  them out .  
F i r s t  and foremost ,  he s t ressed  the physica l  p r o d u c t i v i t y  
of  land ( the  proper ty  t h a t  accounts f o r  the e x i s te n c e  o f  
an a g r i c u l t u r a l  s u r p lu s ) ;  though, u n f o r t u n a t e l y ,  to  
the m y s t i f i c a t i o n  o f  everyone,  he used a p a r t i c u l a r l y  
u n f e l ic i  tous,  p h y s i o c r a t i c  tu rn  of  words to convey the idea ,  
speaking of  the r en ta l  surplus as "a b o u n t i f u l  g i f t  o f
I g
providence* ' .  Secondly,  the e x is te n c e  o f  rent  must,  he
16, There ia no evidence that Malthas was aware o f Quesnay^s demand 
schedules; he did not employ th is  very useful too l him self. Bat, 
once the demand conditions perta in ing  to population were brought to  
mind, i t  was very easy to see how he could be led to reconstruct a 
sim ila r tra in  o f  reason,
17, He says, enumerating the causes o f re n t:
”The causes o f  the excess o f  the p rice  o f  produce above the costs 
o f production, may be stated to be three,
"F irs t, and mainly, that quantity o f the earth, by which i t  can 
be made to y ie ld  a greater proportion o f  the necessaries o f  l i f e  than 
is  required fo r  the maintenance o f the persons employed on the land, 
"Secondly, that q u a lity  pecu liar to the necessaries o f l i f e  o f  
being ab le , when properly d is trib u ted , to create th e ir  own demand, 
or to ra ise  up a number o f demandera in proportion to the quantity o f  
necessaries produced,
"And, th ird ly , the comparative scarc ity  o f f e r t i l e  land, e ith er  
natural or a r t i f i c i a l " , Malthas, c i t ,, pp, 139, 140,
16, Malthas, op^ , c i t ,, p , 226,
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reasoned,  be occasioned by a s c a r c i t y  o f  land.  And,  
t h i r d l y ,  he brought in to  p lay  demand c o n d i t i o n s ,  which 
Ricardo ,  in c o n t r a s t ,  did h a r d l y  a t  a l l .  Of course.
Ma I thus was wel l  aware th a t  land would be paid d i f f e r e n t i a l  
r a t e s  according to d i f f e r e n t i a l  p r o d u c t i v i t y  on the  e x te r n a l  
margin o f  i n f e r i o r  land.  (R icar do  was so o v e r l y  generous 
as to c r e d i t  him wi th  being the o r i g i n a t o r  o f  the d i f f e r e n t ^  
theory  of  r e n t ) .  But,  by the t ime he was w r i t i n g  h is  
P r i n c i p l e s , Ma I thus was mainly  i n t e r e s t e d  in convincing  
his  a d v e r s a r i e s  ( e s p e c i a l l y  R icardo)  as to the importance  
of  the foregoing thr e e  basic  causes.  E s p e c i a l l y ,  he 
st ressed demand c o n d i t i o n s .  He poin ted  out in no u n c e r t a in  
terms th a t  the n i g g a r d l i n e s s  of  n a t u r e ,  as mani fes t  in 
d i f f e r e n t i a l  f e r t i l i t y  and advantageousness of  s i t u a t i o n ,  
could not be the only  cause of  r e n t ,  because re n t  would 
occur under c e r t a i n  demand c o n d i t i o n s ,  even i f  a l l  land
in the  country were e x a c t l y  equal in quality :
Whatever nay. he the q u a lit ie s  o f any connodLity, i t  
is  well known that there can be no exchangeable value, i f  
i t  exists in a great excess above the wants o f those who are 
to use i t ,  but such are the q u a lt it ie s  o f  the necessaries 
o f l i f e  th a t, in  a lim ite d  te r r i to r y , and under ordinary  
circumstances, they cannot permanently be in excess; and 
i f  a l l  the land o f  such a country were p re is e ly  equal in
q u a lity , and a l l  very r ic h , there cannot be the s lig h tes t
doubt, that a f te r  the whole o f  the land has been toKen 
into cu ltivaticm , both the p ro f its  o f stock, and the rea l 
wages o f labour, would go on diminishing t i l l  p ro f its  were 
reduced to what were necessary to keep up the actual c a p ita l, 
and the wages to what is  necessary to keep up the actual 
population, while rents would be high. Just in proportion to 
the f e r t i l i t y  o f  the s o il ,  19,
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Here, he propounds the idea t h a t ,  since ren t  
depends upon exchange value f o r  commodities in excess 
of  the costs of  p roduct ion ,  these commodit ies must be 
in such l i m i t e d  supply,  in p r o p o r t io n  to the demand fo r  
them, th a t  they a f f o r d  t h i s  surplus of  exchange va lue .  
Here in  l i e s  the most r e l e v a n t  c on d i t i o n  f o r  the emergence 
of  r e n t .  I t  is a cause t h a t  operates  independent ly of
any d i f f e r e n t i a l  p r o d u c t i v i t y  on the e x te rn a l  margin.
M a  I t h u s  s h o w s  t h e  f a c t s  o f  t h e  m a t t e r  b y  p o i n t i n g  o u t  
t h e  f a m i l i a r  c a s e  o f  v i n e y a r d s  p r o d u c i n g  u n i q u e  w i n e s :
Ifie produce o f  certa in  vineyards in France, which 
from the p e c u lia r ity  o f  th e ir  s o il and s itu a tio n , exclusively  
y ie ld  wine o f a certa in  fla v o u r, is  sold, o f  course, a t a p rice  
very fa r  exceeding the costs o f  production. And th is  is  
owing to the greatness o f  the competition fo r  such wine, 
compared with the scantiness o f  i ts  supply, which confines 
the use o f i t  to a small number o f  persons that are ab le, 
and, rather than go without i t ,  w illin g  to give an 
exclusively high p ric e . But, i f  the f e r t i l i t y  o f the 
lands were increased so as very considerably to increase the 
produce, th is  produce might so f a l l  in value as to diminish 
most essen tia lly  the excess o f the p rice  above the costs 
o f  production. While on the other hand, i f  the vineyards 
were to become less productive, th is  excess might increase 
to almost any extent, 20
19, Ib id , t p , 186, 187, Ih is  case o f  vineyards which command
exceptional rents has been noted by several w rite rs  including Adam Smith, 
(See Adam Smith, Wealth o f Nations, Cannon Bd,, pp, 62, 6 3 ,J, However, 
even Smithes statement o f th is  s itu a tio n  is la rg e ly  barren. He r ig h t ly  
pointed out that these exceptional rents are owing to lim ited  production, 
but neglected to show what would happen as production increases or 
decreases, Moreover, th is  iso lated statement is  not brought into
accord with his more usual ideas on ren t and value in general and so
are o f  lim ite d  theoretica l usefulness,
20, Ib id , t p , 146,
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Thus, according to Ma I thus,  i nc re as ing  p r o d u c t i v i t y
w i l l ,  given a f i x e d  level  of  e f f e c t i v e  demand, lower the
p r i c e  of  wine and thereby the r en t  of  v in ey ar ds ,  w h i l e
decreas ing p r o d u c t i v i t y  w i l l  increase p r i c e s  and r a i s e
r e n t s .  Of course,  t h i s  statement  of  the m at te r  is not
q u i t e  t ru e  -  f o r ,  as Quesnay showed w i th  his  demand
schedules,  rents may actual  I y r a i s e  in the face  of  i nc r e a s in g
pr odu ct ion  when physica l  p r o d u c t i v i t y  per u n i t  of  cost
increases  f a s t e r  than the f a l l  in p r i c e s .  Nonethe less ,
Ma I thus was on the r i g h t  t r a c k  -  thanks,  one might
suppose, to the t u t or a ge  o f  Quesnay. What is more.
Ma I thus even admi tted the t h e o r e t i c a l  p o s s i b i l i t y  t h a t
a sudden increase in the product ion o f  n e c e s s a r i e s ,  a s '
wel l  as lu x u r i e s ,  might lower t h e i r  p r i c e s  and the ren t
o f  land on which they are grown, though he did not c a r r y
t h i s  thought to i t s  l og i ca l  conclus ion and show, once end
for  a l l ,  th a t  t h i s  f a l l  in ren t  may have nothing to do wi th
21the wi thdrawal  of  marginal  land from pr od uc t i on .
This is not to say t h a t  the d i f f e r e n t i a l  p r o d u c t i v i t y  
o f  land has nothing to do w i th  the leve l  o f  r e n t s .  B e t t e r  
land does accrue a d i f f e r e n t i a l  r e n t  on the m e r i t  o f  g r e a t e r  
f e r t i l i t y  or more advantageous s i t u a t i o n .  But is is q u i t e  
obvious,  from the c on s i d e r a t i o n s  th a t  Quesnay and Me I thus 
brought in to view, t h a t  knowledge o f  t h i s  d i f f e r e n t i a l  
physical  and value p r o d u c t i v i t y  does not prov ide  a complete  
e x p l a n a t i o n  f o r  the e x is te n c e  o f  r e n t .  This br ings  us to 
mention the basic weakness of  the R ic a rd ia n  the or y .
21. Ib id . ,  p . 306, 307.
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Ricardo  assumed t h a t  a g r i c u l t u r a l  p roduct ion  is pushed t o  
a margin of  c u l t i v a t i o n  where labour and c a p i t a l  costs are  
b a r e l y  recovered and no surplus remains f o r  r e n t .  Given 
t h a t  the same c a p i t a l  and labour costs p r e v a i l  throughout  
a g r i c u l t u r e ,  the ren t  f o r  each acre  o f  land i s i dent i caI  
w i th  any value surplus over and above the product  o f  t h i s  
marginal  land; only land o f  s u p e r i o r  q u a l i t y  and si tuat ion  
w i l l  accrue a r e n t .  " I t  is only because land is of  
d i f f e r e n t  q u a l i t i e s  wi th  respect  ot  i t s  prod uct iv e  powers",  
Ricardo t e l l s  us, "and because in the progress of  p o p u l a t i o n ,  
land o f  an i n f e r i o r  q u a l i t y  or less advantageously s i u t a t e d ,
is c a l l e d  into c u l t i v a t i o n ,  t h a t  rent  is ever  paid f o r  the
22use o f  i t . "  Now, the f a ls e n e s s  of  t h i s  la s t  statement
is shown by the case of the v ineyards which produce unique  
wines;  the soi l  o f  a l l  such v ineyards  has to be of  e x a c t l y  
the same q u a l i t y .  Moreover,  the r e n t a l  payments fo r  each 
acre o f  land is not i d e n t i c a l  w i th  the value surplus over  
and above the produce o f  some imaginary m a r g i n a l l y - p r o d u c i n g  
land; i t  is t y p i c a l l y  more, f o r  reasons we w i l l  now stop 
to  e x p l a i n .  The R ic a rd ia n  p i c t u r e  d i s t o r t e d  the actual  
a l l o c a t i o n  of  produ ct ive  resources in several  d i f f e r e n t  
ways. In the f i r s t  p l a c e ,  Ricardo was mistaken to assume,  
even f o r  the sake of  a b s t r a c t  argument,  th a t  the who le 
product  of  a g r i c u l t u r e  is a s i n g l e  commodity ( i . e .  c o r n ) .  
There are many d i f f e r e n t  a g r i c u l t u r a l  products and they  
have d i s t i n c t i v e  demand curves -  as Ma I thus*  d iscuss ion
22. Ricardo, P rincip les o f P o lit ic a l Econoim. F irs t  E d ition , p . 54.
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on the case o f  unique wines would suggest .  And,
secondly,  i t  is not at  a l l  common, where demand c on d i t i o n s  
g e n e r a l l y  a f f o r d  a r e n t  to land s u i t a b l e  f o r  the pro­
duct ion  o f  a s p e c i f i c  commodity or  a s p e c i f i c  range of  
commodit ies,  f o r  t h e i r  p roduct ion  to be extended to an 
e x te r n a l  margin of  " r e n t  I ess lend" ,  f o r  the very simple  
reason t h a t  the s o i l s  s u i t a b l e  f o r  a s p e c i f i c  crop are of  
a more or less uni form type .  I t  is conceded t h a t  c e r t a i n  
lends of  t h i s  type may be o f  a somewhat b e t t e r  q u a l i t y  or
b e t t e r  s i t u a t e d  in respect  of  markets ,  and on the m e r i t  of
23t h i s  w i l l  be paid a supe r io r  r e n t .  But t h i s  d i f f e r e n t i a l
does not e x p l a i n  the e x is te n c e  o f  r e n t ,  nor is I t  i d e n t i c a l
to the r a t e  of  r e n t , f o r  even the most i n f e r i o r  lands of
t h i s  type w i l l  g e n e r a l l y  a f f o r d  a r e n t  along wi th  the very
best .  When the demand f o r  lamb and wool is s u f f i c i e n t l y
i n t e ns e ,  a l l  the gra z i ng  lands in the Highlands o f  Scot land
w i l l  r e c e i v e  a r e n t ,  and, when the demand f o r  swine end
maize is s u f f i c i e n t l y  i n t e ns e ,  a l l  the s u i t a b l e  lend in the
"corn b e l t "  o f  America w i l l  gain a g r e a t e r  or lesser  r e n t .
The f a c t  th a t  genuine ly  marginal  land may a c t u a l l y  be brought
i n t o  c u l t i v a t i o n  is not u s u a l l y  an important  c o n s i d e r a t i o n ,
f o r  i t  is g e n e r a l l y  worked by people ou ts i de  the main stream
of  commercial e n t e r p r i s e ;  l i k e  the mountain men of  the
Great  Smokies, they c h a r a c t e r i s t i c a l l y  employ an i n f e r i o r
technology of  lesser  p r o d u c t i v i t y  and have d i f f e r e n t  supply
p r i c e s  f o r  t h e i r  c a p i t a l  and labour;  t h e r e f o r e ,  t h e i r
product ion  can have l i t t l e  e f f e c t  on the e q u i l i b r i u m  level
of  ren ts  in the main producing areas.
* * * * * * *  * * * * *
23, Ih is  very pedestrian fa c t could hardly escape the notice o f even 
the most s u p e rfic ia l survey o f  varia tions in the ra te  o f  rents and so was 
commented on by a nu mber o f  economists and economic w rite r  from P etty
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T-he g e n e r a l l y  u n c r i t i c a l  acceptance o f  the R ic a rd ia n
theory  of  rent  ---- even by many f a m i l i a r  w i th  a g r i c u l t u r e
who should have known b e t t e r  -----  causes one to r e f l e c t  on
man's awkwardness in f o r g i n g  new t oo ls  of  thought and work­
ing them to e f f e c t .  Innovat ion in a b s t r a c t  thought is
d i f f i c u l t ;  even the most i n s i g n i f i c a n t  c o n t r i b u t i o n  is
as unique and d i f f i c u l t  to conceive as the inven t ion  o f  the
wheel and the zero.  One can almost f o r g i v e  M i ra be a u 's
overweening enthusiasm f o r  the tab Ieau econom i que. Consider ­
ing t h i s  very a b s t r a c t  na ture  o f  economic theory ,  i t  is 
easy to understand the weakness f o r  confounding d i f f e r e n t  
p a t t e r n s  of  thought;  our most common reproach to our
predecessors is "That they f a i l e d  to make the proper d i s ­
t i n c t i o n  *  *  As to the sub jec t  at hand, Mai thus
seemed to have been somewhat confused as to the exact  po int  
where the in f lue nc e  o f  d i f f e r e n t i a l  p r o d u c t i v i t y  on the level  
of  rent  ceased to opera te  and only land 's  s c a r c i t y  and value  
p r o d u c t i v i t y  are of  r e le va nce .  In such cases one must
e v a lu a t e  a work, as we have done here ,  by i s o l a t i n g  a l i n e  
of  reason and f o l l o w i n g  i t  as f a r  as the author  is able  to 
take us; in any event we can do nothing b e t t e r .  Con­
fus ion  o f  t h i s  order  is always e v id e n t  when a t h i n k e r ' s  
mind is in a s t a t e  o f  f l u x ,  moving towards some d i s t a n t  
design.  We can never hope to r e c o n s t r u c t  the theory o f
predecessor  in e x a c t l y  the same way as i t  was presented in 
his own mind f o r ,  even in the minds o f  contemporar ies
23 (contd) and BoiaguiHebert to Mam Sinith, But th is  does not moAe 
them precursors o f the West^Ricardian theory o f re n t. No iv rite r before 
Ricardo and West made so great an error as to id e n tify  the absolute value 
o f re n ta l payments with that d if fe re n t ia l product over and above the value
product o f  marginal land.
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e x p e r ie n c i n g  the same Z e i t g e i s t , a t r u t h  never presents  
i t s e l f  in e x a c t l y  the same form.
3. The"Genera I G lu t "  Cont roversy .
The p h y s i o c r a t i c  in f l u e n c e  on those severa l
t h e o r i e s  of  "general  g l u t " ,  which were advanced in the
h i s t o r i c a l  context  o f  the Napoleon ic  War per iod  o f  boom.
and bust ,  has by now been proven to the s a t i s f a c t i o n  of  
24everyone.  What is more, t h i s  f i l i a t i o n  o f  ideas had
such s t ren gt h  as to superimpose i t s e l f  on the systems o f  a 
number o f  economists who have l i t t l e  in common in the way 
o f  basis preconcept ions ,  e s p e c i a l l y  on the sub jec t  o f  va lue .  
Of the thr ee  we sh a l l  mention in t h i s  cha p te r :  W i l l i a m
Spence was an out and out p h y s i o c r a t ;  Thomas Ma I thus
proposed a theory o f  value t h a t  s t re ss ed  the demand s ide  
of  the economic equat ions  as an e x p l a n a t i o n  o f  exchange 
va lue ;  w h i le  Sismondi p r e f e r r e d  a R i c a r d i a n - I i k e  labour  
theory  o f  value.  These d i f f e r e n c e s  needless to say,  gave 
i n d i v i d u a l  form to the general  meaning o f  t h e i r  argument.
But f o r  our purposes i t  should not be necessary to d e s c r ib e  
at  length the d i f f e r e n t  t h e o r e t i c a l  models w i th  which t h i s  
theory  o f  economic c r i s e s  was presented.  I t  w i l l  be
more p e r t i n e n t  to the o v e r a l l  d r i f t  o f  our t h e s i s  s imply to  
c l a r i f y  the basis premises,  f i l i a t e d  by the p h y s i o c r a t s ,  
t h a t  a l l  these authors have in common. In a d d i t i o n ,  we 
w i l l  take t h i s  o p p o r t u n i t y  to show t h a t  Say's Law, t h a t  
much mal igned p r o p o s i t i o n  t h a t  many c r i t i c s  regard as being
24. See Ronald L, Meek, "Physiocracy and the E arly  Theories o f  Ohder— 
Consumption", Economica, Vol. X V II,  No.71, Aug. 1951,
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u n e q u i v o c a l l y  opposed to a l l  t h e o r i e s  o f  c r i s i s ,  did in 
r e a l i t y  o u t l i n e  c o n d i t io n s  o f  d i s e q u i l i b r i u m  s i m i l a r  to 
those descr ibed by Quesnay and Mirabeau in t h e i r  tab Ie a u -  
a n a l y s i s .  The bas ic  d i f f e r e n c e  between Ma I thus end
Soy was th a t  the l a t t e r  ma in ta ined  t h a t  ovei— accumulat ion  
of  c a p i t a l  could only occur in i n d i v i d u a l  s e c to rs ,  whereas 
the former argued t h a t  general  ove r -a c c u mu la t i on  in a l l  
se ctors  is a l i k e l y  p o s s i b i l i t y ,  given the normal soc ia l  
and economic p r o c l i v i t i e s  engendered by c a p i t a l i s t i c  
s o c i e t y .  I t  is hoped th a t  our commentary on Say's Law
w i l l  g ive  the reader  a b e t t e r  unders tanding o f  the t a b ie a u  
econom i que by f o r m u l a t i n g  the e s s e n t i a l s  o f  Quesnay's  
e q u i l i b r i u m  theory in a s l i g h t l y  d i f f e r e n t  way.
James M i l l ,  in h is  r e p l y  to Spence's p h y s i o c r a t ­
l i k e  t h e o r i z a t i o n s  on economic c r i s i s ,  makes a general  
statement  about the p h y s i o c r a t s '  theory  t h a t  br ings out  
the e s s e n t i a l  nature o f  t h e i r  c o n t r i b u t i o n  to the general  
g l u t  controversy :
The Economists and th e ir  d isc ip les  express great 
apprehensions le s t c a p ita l should increase too fa s t ,  
le s t  the production o f  commodities should be too rap id ,
Tiere is  only, say they, a market fo r  a given quantity  
o f commodities, and i f  you increase the supply beyond that 
quantity you w il l  be unable to dispose o f  the surplus, 2 5
A c t u a l l y ,  t h i s  summation on the m at t e r  is a l i t t l e  
m is le a d in g ,  since the ph y s i o c r a ts  never ,  as is impl ied here ,  
expressed concern about a general  ov e r -a c c u m u la t i on  o f  - 
c a p i t a l ,  but had the more p a r t i c u l a r  worry t h a t  the govern­
ment was c a r r y in g  out p o l i c i e s  t h a t  were f o r c i n g  o v e r -
25, Jamos M i l l ,  Commerce Defended (2nd E d it , ,  1808), p ,30 .
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a ccumula t ion  by the s t e r i l e  c lass (cons idered  as a 
s i n g l e  s e c t o r ) .  S t i l l ,  i t  is easy to imagine t h a t  the
general  over -accumula t ion  t h e o r i e s  of  Spence and Ma I thus 
might have been i n s p i re d  by t h i s  s e c t o r i a l  o v e r -a c c u m u la t io n  
t h e o r y ,  since the p h y s io c ra ts  were the only  prev ious  econ­
omists to  have a s i m i l a r  body o f  the or y .  In any e v e n t ,  
what M i l l  says is t ru e  in a general  way: a t  the very
h e a r t  o f  most t h e o r i e s  of  c r i s i s  o f  h is  day is the pro­
p o s i t i o n  tha t  c a p i t a l  goods can be accumulated too r a p i d l y  
in r e l a t i o n  to the demand f o r  consumers'  goods. One should 
no t ,  as did Keynes h i m s e l f ,  g ive t h i s  k ind o f  theory  a 
Keynesian i n t e r p r e t a t i o n ;  i t  in t roduces  a source o f  d i s ­
e q u i l i b r i u m  th a t  may come in t o  p lay  even though a l l  Keynesian  
c o n d i t i o n s  f o r  f u l l  employment a re  s a t i s f i e d .  A l l  o f  
these var ious  ov er -ac cu mu la t ion  t h e o r i e s  turn on the idea  
t h a t  the prompt investment o f  savings may become a g e n e t i c  
cause of  c r i s i s  by f o r c i n g  the accumulat ion of  the c a p i t a l  
means of  product ion beyond the q u a n t i t y  t h a t  can be employed 
at  a p r o f i t .  This is not merely an a f f i r m a t i o n  t h a t
t h e r e  can be such a th i ng  as excess c a p a c i t y .  One can
h a r d l y  deny th a t  something amounting to general  over -accum-  
uI a t  ion may be in evidence in the depths o f  a gre a t  
depression.  But Mai thus* argument is not concerned w i th  
c y c l i c  phenomena but r a t h e r  w i th  s t a g n a t i o n  caused, or so 
he t e l  Is us, by a p e r s i s t e n t  compulsion to save and invest  
which is d i s p r o p o r t i o n a t e  to the e q u i l i b r i u m  demand fo r  
consumers' goods and s e rv ic e s  t h a t  would r e s u l t  in the  
maximum exchange o f  both producers'  and consumers'  goods 
and s e rv i c e s .
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Mal+hus held the opin ion t h a t  c a p i t a l i s t s  a re  
induced by t h e i r  soc ia l  e t h i c  to f o r c e  the accumulat ion  
o f  c a p i t a l  to such an e x te n t  t h a t  i t  accumulates in excess 
o f  the q u a n t i t y  warranted by aggregate  demand. He argued 
t h a t  the wage earners  a lone cannot f u r n i s h  an adequate  
aggregate  demand f o r  the consumer goods they produce.  The 
l abourers*  demand i s ,  he admi ts ,  supplemented by t h a t  o f  
the c a p i t a l i s t s .  Moreover,  he f u r t h e r  admits th a t  in each 
given per iod  the c a p i t a l i s t s *  purchase o f  c a p i t a l  goods 
adds to the aggregate demand f o r  commodit ies in ge n e ra l .
But,  s t i l l ,  the c a p i t a l i s t s *  p a t t e r n  o f  ex pen di ture  is 
l i k e l y  o f  i t s e l f ,  he a f f i r m s ,  to ca us e .s e r io us  d i s e q u i l i ­
brium as between goods r e p r e s e n t i n g  d i f f e r e n t  stages o f  the  
p ro d uc t i v e  process,  i . e .  between c a p i t a l  and consumer goods,  
because the c a p i t a l i s t s  as a c lass  prov ide e x te n s iv e  means 
of  product ion and consume r e l a t i v e l y  l i t t l e .  A c o n t r a ­
d i c t i o n  o f  t h i s  na ture  could be r e s o l v e d ,  were the c a p i t ­
a l i s t s  to invest  a lesser  pr op o r t io n  of  t h e i r  p r o f i t s  and 
consume more. But,  in Mai thus* o p i n i o n ,  the necessary
pr o p o r t io n  between consumption and warranted investment  
can only be balanced,  given the normal p a t t e r n s  of  commo­
d i t y  demand, by the consumption o f  t h a t  unproduct ive  c lass  
which does not o r d i n a r i l y  reproduce c a p i t a l . T h i s  
d o c t r i n e  was extremely confusing f o r  the more orthodox  
f o l l o w e r s  of  Adam Smith.  Smith propounded th a t  the
g r e a t e r  the number o f  unproduct ive  consumers, the less can 
be the net q u a n t i ty  o f  c a p i t a l  accumulat ion and the actua l
26, Malthus uses SH ith 's  d e fin itio n  fo r  productive labour 
(as opposed to unproductive labour).
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r a t e  o f  economic growth.  Then, along comes Malthus  
w i t h  his content ion  t h a t ,  a t  any one per iod  o f  t ime ,  
the accumulat ion of  c a p i t a l  is war ranted only  when 
consumer demand is s u f f i c i e n t  to take the c ur re n t  pro­
duc t ion  of  consumer goods o f f  the market .  Indeed,  
i t  is impossible t h a t  the c a p i t a l i s t s  should exceed t h i s  
necessary balance over any per iod  o f  t ime ,  because such 
an excessive  accumulat ion o f  c a p i t a l  w i l l  s ink the va lue  
of  commodities below the costs o f  p r o d uc t i on ,  w i th  the  
r e s u l t  th a t  they are  no longer ab le  to reproduce t h e i r  
c a p i t a l  costs.  The f o l l o w i n g  gives a f a i r l y  adequate
summation of  t h i s  the or y ;
I t  is  undoubtedly possible by parsimony to devote 
a t once a much la rg e r share than usual o f  the production 
o f  any country to the mainterumce o f  productive labour; 
and i t  is quite true that the labourers so employed are  
consumers as well as unproductive labourers; and as 
f a r  as the labourers are concerned, there would be no 
diminution o f consumption or demand. But i t  is  already  
shewn that the consumption and demand occasioned by the 
persons employed in productive labour can never alone 
fu rn ish  a motive to the augmentation and the employment 
o f c a p ita l; and with regard to the c a p ita lis ts  them­
selves, together w ith  the landlords and other r ic h  persons, 
they have, by the supposition, agreed to be parsimonious, 
and by depriving themselves o f  th e ir  usual conveniences 
and luxuries to save from th e ir  revenue and add to th e ir  
c a p ita l. Under these circumstances, I  would ask, how 
i t  is  possible to suppose that the increased quantity o f  
commodities, obtained by the increased number o f  pro­
ductive labourers, should fin d  purchasers, without such 
a f a l l  in p rice  as would possibly sink th e ir  value below 
the costs o f production, or, a t le a s t, very g rea tly  
diminish both the power and the w i l l  to save, * * * * * 27
With regard to the c a p ita lis ts  who are so engaged,, 
they have c e rta in ly  the power o f consuming th e ir  p ro f its ,  
or the revenue which they make by the employment o f th e i^  
cap ita ls ; and i f  they were to consume i t ,  with the 
exception o f what could be b e n e fic ia lly  added to th e ir  
ca p ita ls , so as to provide the best way both fo r  an
Z7, Thomas Malthus, Princixtles o f  P o lit ic a l Economit (London, 1820)
pp,352-353,
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increased production and increased consumption, there  
might be l i t t l e  occasion fo r  unproductive consumers.
But such consumption is  not consistent w ith the actual 
hÇfbits o f  the genera lity  o f  c a p ita lis ts , The great 
object o f  th e ir  l iv e s  is  to save a fo rtune , * * * * 28
In some ways t h i s  statement  does not seem to 
say very much. One is h a r d l y  sur pr ised  to learn t h a t  
unproduct ive  labourers f u r n i s h  port  o f  the aggregate  
demand f o r  the commodities suppl ied by produ ct ive  labour ­
ers  and, to the e x te n t  o f  t h e i r  consumption.  J u s t i f y  a 
g r e a t e r  warranted accumulat ion of  c a p i t a l .  But,  what
is noteworthy is t h a t  Mal thus*  f o r m u l a t i o n  o f  the mat te r  
h i g h l i g h t s  a d Î sequÎ I i b r a t i n g  bias t h a t  might d i s t o r t  the  
e q u i l i b r a t i n g  r a t e s  o f  growth fo r  the two kinds o f  
i n d u s t r y .  Malthus suggests,  among o th er  t h i n g s ,  t h a t  
c a p i t a l i s t s  have such an intense pr op en s i ty  f o r  i n v e s t ­
ment in product ive  i n d u s t r i e s  t h a t  the growth o f  these
c a p i t a l - r e p r o d u c i n g  i n d u s t r i e s  tends to outpace the
29unproduct ive  se c to rs .  In any event ,  there  is an
element o f  t r u t h  to Malthus*  charge t h a t  the c a p i t a l i s t s  
( i . e .  investors  in general  on the modern scene) may be 
possessed by an i r r a t i o n a l  complus ion f o r  accumulat ion;  
e s p e c i a l l y  when, as o c c a s i o n a l l y  happens on the modern 
scene, n o n e - t o o - w e l l - i n f o r m e d  small inves tor s  are taken in 
by ent repreneurs  o f  the e m p i r e - b u i l d i n g  type .  One might
28, Ib id , p,465,
29, Recent commentators on the American scene (most o f  them economic
Journalists rather than th e o ris ts ) have occasionally expressed opinions 
that argue the p o s s ib ility  o f  such a tendency: on one hand, they observe
that the developiwent o f non-capitoJ.—reproducing industries (education, 
city-p lann ing , social services, e tc , )  is  chronically  retarded in  regard 
to socia l w elfare; w hile, on the other hand, they propose that the 
government should finance such services expressly fo r  the purpose o f  
providing an increased demand fo r  the production o f  primary and 
secondary industries.
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I n t e r p r e t  în t h i s  l i g h t  the ove r - I n v e s tm e nt  th a t  occurred
In American r a i l r o a d s  be fore  the turn  of  the century .
" f S u r e l y J  I t  must be a most Important  e r r o r " ,  Mal thus
warns us, " to  couple the passion f o r  ex pen di t ure  and the
30passion f o r  accumulat ion t o g e t h e r " .  This Is the same
sor t  o f  dual ism of  economic dec is io n  th a t  g ives the Key­
nesians reason to f e a r  t h a t  planned saving might exceed 
planned Investment.
Malthus was caut ious  enough to recognize  the  
e x is te n c e  of  e q u i l i b r a t i n g  r e a c t i o n s  th a t  would tend to  
l i m i t  the actual  e x te n t  o f  over-accumuI a t  Ion* He argues  
In the quota t ion  above t h a t  the accumulat ion o f  c a p i t a l  
tends to sink the value o f  commodit ies below the costs of  
prod uct i on .  This,  he r e a l i z e s ,  w i l l  lower the i n c e n t i v e  
and a b i l i t y  to i nv e s t ,  w h i l e  the f a l l  in p r ic e s  w i l l
3 1encourage a "natura l  tendency to spend more".  This
course of  events may e v e n t u a l l y  br ing  consumption and 
warranted investment in to  l i n e .  But the very ci rcum­
stances th a t  promote the movement towards t h i s  new equi­
l i b r i u m  c o n s t i t u t e  a g e n e t i c  cause of  economic d e c l i n e .
Malthus was not always as c l e a r  as he might have 
been concerning the causal sequence by which the presence  
o f  surplus product ive  ca pa c i t y  br ings about a general  
c o n t r a c t i o n  of  incomes, but ,  even so, the pro fe ss ion  
should have seen the v a l i d i t y  of  the case he had in mind
30, Malthus, op, c i t , ,  pp, 365-366,
31, Ib id , ,  p , 516,
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(wh ich ,  a f t e r  a l l ,  is not to admit  t h a t  i t  was a common 
occu rr enc e) .  His c ont en t io n  was simply " t h a t  no
n a t i o n  can poss ib ly  grow r i c h  by the accumulat ion of  
c a p i t a l  a r i s i n g  from a permanent d iminu t ion  of  con­
sumption; because, such accumulat ion being g r e a t l y  
beyond what is wanted,  in order  to supply the e f f e c t i v e  
demand fo r  produce, a p a r t  of  i t  would very soon lose
both i t s  use and va lue  and cease to possess the c ha r a c te r
32
of  w e a l t h . "  To prove t h i s  theory he has the reader
imagine a two-sector  economic model composed o f  farmers
33and manufac turers .  He assumes th a t  t h i s  economic
model begins in a s t a t e  o f  e q u i l i b r i u m  in which " the  
farmers were disposed to consume the l u x u r i e s  o f  the  
manufacturers ,  and the manufac turers  those produced by 
the farmers'.'  A l l  w i l l  go w e l l ,  f o r  both the farmers
and manufacturers p r e c i s e l y  a n t i c i p a t e  the demands of  the  
other  and both have the i n c l i n a t i o n  and s u f f i c i e n t  income 
to buy a l l  the commodit ies produced by the o t h e r .  Mal thus  
then goes on to argue t h a t ,  given t h i s  e q u i l i b r i u m ,  
n e i t h e r  the farmer nor manufacturer  should t r y  to g r a t i f y  
his  propens i ty  f o r  investment by for ego ing  his consumption 
of  luxury goods. Each can gain a r e t u r n  on h is  in v e s t ­
ment only to the e x te n t  th a t  he is w i l l i n g  to buy a
g r e a t e r  value of  luxury goods from the o ther  as h is  own
product ion and income increases .  Were e i t h e r  to t r y
32, Ibid,, p,3?0,
33, Ib id j^  pp, 361—366.
This economic model is  a conceptuadization s im ila r to the 
tab l eau—oral us i s o f Quesnay and Mirabeau that showed the case o f over— 
accumulation in the s te r i le  sector.
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,+ o accumulate at  a f a s t e r  r a t e ,  h is  opposi te  number would 
not f i n d  a s u f f i c i e n t  market f o r  h is  product ion o f  luxury  
goods to J u s t i f y  the e x i s t i n g  c a p i t a l  es tab l ishment  
devoted to tha t  end.
This reasoning seemed somewhat less than pros a i c  
to most o f  Malthus*  contemporar ies and successors.  Does 
he not r e a l i z e ,  they ask,  t h a t  the demand f o r  c a p i t a l  
goods represents  a demand f o r  commodit ies in Just the same 
way as does the maintenance o f  an unproduct ive  labourer?  
Yes, t h a t  is t r u e ;  Mal thus concedes t h i s  p o i n t .  But
c a p i t a l  goods represent  a spec ia l  c lass o f  commodit ies.
They are means of  product ion used in the roundabout process  
of  producing a f u t u r e  income. The cu r re n t  demand f o r  
c a p i t a l  goods must be complemented by a f u t u r e  demand f o r  
consumer goods; th a t  i s ,  the c ur re n t  product ion o f  the
g e n e r a l i t y  of  consumer goods must be taken o f f  the market  
at  c os t - co v e r i n g  p r ic e s .  Were income r e c i p i e n t s  to 
decide a t  t h i s  l a s t  c r u c ia l  Juncture t h a t  they did not  
want to consume the whole o f  the c ur re n t  product ion o f  
consumer goods but ,  r a t h e r ,  buy c a p i t a l  goods, the cu r r en t  
product ion of  consumer goods would not be sold a t  c o s t -  
cover ing p r i c e s .  This w i l l  d e p r e c i a t e  the c a p i t a l
value o f  a l l  previous investment o r ,  as Malthus s t a t e s  i t  
above: "a par t  of  i t  f t h e  c a p i t a l !  would very soon lose
both i t s  use and value and cease to possess the char ac ter  
of  wealth.**  This is the chain of  causat ion by which
over-accumuI at  i on ( i . e .  unproduct ive  investment)  b r ings  
about a sustained economic d e c l i n e .  This d e p r e c i a t i o n
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pr d e s t r u c t i o n  of  c a p i t a l  per se causes a f a l l  in 
aggregate  demand: the c a p i t a l i s t s  w i l l  not be ab le  to
meet cur rent  commitments and l a t e r  w i l l  f i n d  i t  imposs­
i b l e  to cont inue re p ro d u c t i o n  on the same sca le .  Mal thus  
says on t h i s  m a t t e r :
... i f  the cap ita l o f the country were diminished by the 
fa ilu re  o f some branches o f trade, which before had been 
very prosperous, and absorbed a great quantity o f  stock; 
or even i f  ca p ita l were suddenly destroyed, and from  
p e rc u lia r circumstances a period were to succeed o f  
diminished consumption and slack demand *  * *  *  I T i e  
remaining c a p ita lis ts  would be in  no respect benefited  
by events which had diminished demand in a s t i l l  greater 
proportion than they had diminished c a p ita l. Commodities 
would be every where cheap. C apital would be seeking 
employment, but would not eas ily  fin d  i t ;  and p ro f its  
o f  stock would be low. There would be no pressing and 
immediate demand fo r  c a p ita l, because there would be no 
pressing and irmediate demand fo r  commodities; and, 
under the circumstances, the saving from revenue to odd 
to c a p ita l, instead o f afford ing  the remedy required, 
would only aggravate the d istress o f  the c a p ita lis ts , and 
f i l l  the stream o f  ca p ita l which was flowing out o f  the 
country * * * * Cffe goes on to speah o f stagnation th a t 
prevailed a f te r  lâ lô ] * * * th is  stagnation i t s e l f  was 
much more disastrous in its  e ffec t upon the national 
c a p ita l, than any previous destruction o f stock, * * *
The fa ilu re  o f  the home demand f i l l e d  the warehouses o f  
the manufacturers with unsold goods, which urged them to 
export more la rg e ly  a t a l l  r is k s . But th is  more 
excessive exportation g lu tted  the fo re ign  markets, and 
prevented the merchants from receiving adequate returns * *
* * and the p ro f its  and consequent expenditure o f merchants 
were proportionally  lowered, 34
Now, one can h a r d l y  deny t h a t  the product ion of  
income w i l l  be lessened by the ci rcumstances o f  unproduct ive  
investment .  Mal thus*  th eo ry ,  t h e r e f o r e ,  a t  l e as t  has 
the m er i t  o f  a t h e o r e t i c a l  e x e r c i s e ,  f o r  i f  shows c e r t a i n
34, Malthus, op, c i t , ,  pp, 491-494,
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boundar ies of  the economic process t h a t  should not be
ovei— passed i f  i t  is to f u n c t i o n  smoothly.  And to the
e x t e n t  a d i s p r o p o r t i o n a I i t y  between goods a t  d i f f e r e n t
stages of  the economic process occurs,  no m at te r  how
short  the per iod of  t ime ,  i t  c o n s t i t u t e s  a break in the
c i r c u l a t i o n  of  values and w i l l  r e s u l t  in a lesser  r e p r o -
35duct ion o f  income. Moreover,  t h i s  may put in to
a c t i o n  an inverse m u l t i p l i e r  th a t  w i l l  c o n t r a c t  income 
and consumption wi th  the r e s u l t  t h a t  the e x i s t i n g  c a p i t a l  
estab l ishment  proves even less pr o d u c t iv e .  This argues
t h a t  ovei— accumulat ion may, depending upon the f o r c e  o f  
the inverse m u l t i p l i e r ,  cause a good deal o f  harm, even 
though investors  do not p e r s i s t  in a p o l i c y  o f  unproduct ive  
investment .  But,  now we must ask,  whether or not i t  is 
at  a l l  l i k e l y ,  as Malthus suggests,  t h a t  investors  w i l l  
p e r s i s t  in f o r c in g  c a p i t a l  accumulat ion in the face  o f  
f a l l i n g  or negat ive  p r o f i t s  which excess c apa c i ty  must 
n e c e s s a r i l y  br ing about? Something o f  the sor t  occasion­
a l l y  happens in the r e t a i l  t ra d e s ,  where small grocers  
might be c o n t i n u a l l y  l i v i n g  o f f  t h e i r  c a p i t a l .  Sismondi  
a l s o  suggest th a t  the s t r u g g l e  f o r  tec h no lo g ic a l  advantage
35, We might be able to explain what Malthus was driv ing  a t w ith the 
formula M-C-G-M, The transaction M-C represents the purchase o f  
ca p ita l goods (both fix ed  and c irc u la tin g  ca p ita l items) w ith money,
Ih is  never involves any d i f f ic u lt ie s ,  because money is  always immediately 
exchangeable into everything else, Ih is  purchase o f c a p ita l goods, o f  
course, augments the overa ll aggregate demand fo r  commodities, C-G 
represents the metamorphosis o f  c a p ita l into goods and G-M the sale o f  
these goods fo r  revenue. I t  is  a t th is  la s t  po int that the c irc u la r  
flo w  o f values ( i  ,e,income) may be broken by unproductive investment.
At th is  po in t, a prompt demand the s p ec ific  coinmodities produced must 
be offered in order that reproduction should continue on the same or 
a la rg e r scale. The reproduction o f  incoTne is  lessened to the extent
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may mot iva te  such a great  accumulat ion o f  Real Ca p i t a l  
t h a t  the g e n e r a l i t y  of  i t  e v e n t u a l l y  proves unproduct ive .  
S t i l l ,  i t  might seem doubt ful  th a t  these d i sequ i I i  b ra t  i ng 
p r o p e n s i t i e s  can, a t  l e as t  in a c o m p e t i t iv e  economy in 
which they could only be temporary,  perpet uat e  the sor t  
o f  p r o t r a c t e d  economic s tag nat ion  t h a t  Mal thus had in 
mind. There i s ,  however, as American labour leaders  
are  always so quick to suggest ,  at  l e a s t  a t h e o r e t i c a l  
p o s s i b i l i t y  tha t  the monopoly p o s i t i o n  o f  dominant cor ­
po ra t ion s  may pro v id e ,  even in an economic downturn,  
p r o f i t s  in excess of  the amount needed to m ain ta i n  the 
warranted amount o f  c a p i t a l  accumulat ion.  "Give labour  
higher  wages", they say,  " i n  order  to r e - e s t a b l i s h  the 
proper  e q u i l i b r i u m . "  C e r t a i n l y ,  such ci rcumstances may 
lead to p e r s i s t e n t  over-accumuI at  i on ( i n  the sense th a t  
less accumulat ion and more consumption w i l l  produce a 
g r e a t e r  t o t a l  income) even though p r o f i t s  are f a r  above 
the break-even p o i n t .  This w i l l  however,  in o r d i n a r y  
circumstances lead to over-accumuI a t  ion as such only  
( though i t s  e f f e c t s  may be harmful  enough) to the e x te n t  
c a p i t a l  reserves are  held in the form of  u n d i s t r i b u t e d  
p r o f i t s .
35(contd) cap ita l values are not recovered by th is  transaction. We 
only TTijean to argue that i t  is  possible to imagine a s itu a tio n  in which 
a greater value o f transactions would have tahen place had the investors 
spent more on consumer goods and a lesser amount fo r  the production o f  
consumer goods, fo r  i t  is  possible, in  special s ituation s , that the 
investors put a greater quantity o f  consumer goods on the marhet than 
is  ju s t if ie d  by the increment o f  incomje and consumer demand generated 
by the same investment. This sort o f  d isequilib rium  may be caused, 
among other things, by overly confident p ro jection  o f past increases 
in demand on the p a rt o f businessmen; th is  may occasion a recession 
a t the time they are f in a l ly  forced to reduce stocks.
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Moreover,  i t  shouId be a pp re c ia te d  t h a t  Mal thus  
came close to unear th ing  an important  source of  d i s ­
e q u i l i b r i u m  when he observed t h a t  the c a p i t a l i s t i c  ethos  
may engender,  f o r  some c i rcumstances,  an excessive  
prope ns i t y  to save and in v e s t .  Even though (as he adm i t t ed)  
the in c e n t i v e  fo r  c a p i t a l  accumulat ion may be l i m i t e d  by 
f a l l i n g  p r o f i t s ,  the re  may s t i l l  p e r s i s t  a compulsion to 
t r y  to force  saving in excess of  planned investment .  
U n f o r t u n a t e l y ,  Mal thus did not go on to examine t h i s  l a t t e r  
p o s s i b i l i t y .  I t  may have been t h a t  t h i s  "Keynesian"  
c o n t r a d i c t i o n  was to some e x te n t  obscured by the f a c t  th a t  
the c a p i ta I i s t - e n t repreneur  o f  the economic model he had 
in mind c h i e f l y  invested from his  own savings;  j u s t  in 
the same way "ovei— saving" today may be obscured when i t  
is owing to an a t tempt  on the pa r t  o f  cor pora t ions  to r e t a i n  
l i q u i d  reserves in the form of  u n d i s t r i b u t e d  p r o f i t s .  But,  
even so, the Bo isgui I  I eber t -Quesnay "hoarding" theory  
should have suggested to Malthus t h i s  o ther  l i n e  o f  i n q u i r y .  
In any event ,  Mal thus had good t h e o r e t i c a l  reasons f o r  
arguing th a t  there  could be such a t h i ng  as d i s p r o p o r t i o n -  
8 1i ty  in the product ion of  goods re p re s e n t i n g  d i f f e r e n t  
stages o f  the pr odu ct iv e  process.  Or,  a t  l e a s t ,  his  
statement  of  t h i s  s i t u a t i o n  showed t h a t  his  opponents 
( th e  most noteworthy being Ricardo and Say) were mistaken  
in t h e i r  content ion tha t  no such d i s p r o p o r t i o n a I i t y  can 
e x i s t :  that  any amount of  c a p i t a l  could prove pr odu ct iv e
provided i t  were a l l o t t e d  Ih the proper p r o p o r t i o n a l i t y  as 
between i n d u s t r i a l  se c to rs .  The modern economist is
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1 î k e l y  to. take except ion  to the l a t t e r  op i n i o n ,  i f  only  
because i t  does not take in to  c o n s i d e r a t i o n  the "Keynesian"  
necessary-condi  t  ions f o r  f u l l  employment.
Malthus was not the f i r s t  to propound t h i s  k ind  
of  general  over-accumuI at  ion theo ry ,  though he did pro­
voke the most con t rover sy .  He was a n t i c i p a t e d  by
. ■ . 36Smi th ’ s c r i t i c  Lauderda le ,  and the ne o-p hys io cra t
W i l l i a m  Spence, to whom we w i l l  g ive  a b r i e f  mention  
p r e s e n t l y .  The i r  theory would have been more complete  
had they b e t t e r  understood the e f f e c t  of  the inverse m u l t i ­
p l i e r .  At t h e i r  bes t ,  a l l  th re e  but dimly perce ived
th at  an i n i t i a l  d e s t r u c t i o n  o f  income would cause a sus­
t a in e d  de c l in e  of  the same order  (both Boisgui I  I e b e r t  and 
the phy s iocra ts  were much more e x p l i c i t ) .  But,  whether  
they envisaged the m u l t i p l i e r  or not ,  one should not con­
fuse the over—accumulat ion t h e o r i e s  w i th  over -sa v i ngs  
t h e o r ie s  o f  the Keynesian type.  Mal thus h i m s e l f  i n v a r i ­
ably assumed th a t  a l l ,  or a t  l e a s t  most, savings were 
immediately invested;  throughout ,  he had l i t t l e  p a t ie nc e
36, Malthus* precursor Lauderdale advanced th is  same theory w ith in  
a sophisticated exposition o f consumer demand. He says: " C lf a j
abstraction o f demand from the a r t ic le s  o f  butchers-meat, wine and 
mustard,had been occasioned by the desire o f  the farmer to accumulate 
c a p ita l; that is , to hoard up a quantity o f  ploughs and other^ 
instruments o f ag ricu ltu re , greater than could be used; then, as 
the quantity o f these a r t ic le s  would be increased in proportion to the 
demand fo r  them, th e ir  value must be diminished, as w ell as that o f the 
butchers-meat, wine, and mustard, from whence the demand is  abstracted. 
Thus a diminution o f  value must be produced, not only in those a r t ic le s  
fo r  which parsimony occasions an abstraction o f demand, but even in the 
a r t ic le  fo r  which i t  creates a demand; and public  wealth must severely  
fe e l the effects  o f the discouragement by th is  means given to the 
production o f  both, * * * The public  must, therefore, s u ffe r by th is  
love o f  accumulation, i f  pushed beyond i ts  due bounds; ----- i .  By the
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37w i t h  authors who i d e n t i f i e d  saving w i th  hoarding.  Only
Lauderdale came any where near the Keynesian theory of  
c r i s i s .  However, Mal thus did a l low  the p o s s i b i l i t y  o f
another  sor t  of  c r i s i s :  he admi t ted Say’ s conte nt i on
t h a t  a sudden change in the p a t t e r n s  o f  demand (a t r a n s ­
i t i o n  from war to peace) may cause f r i c t i o n a l  d i s e q u i l i b r i u m
3 8u n t i l  new channels o f  t rade  have become e s t a b l i s h e d .  We
w i l l  consider  t h i s ,  theory p r e s e n t l y ,  but ,  f i r s t ,  we w i l l  
make a few general  comments on the p h y s i o c r a t s ’ c o n t r i ­
but ion to t h i s  controversy  about over-accumuI at  i on.
* * * * * * *
Whatever i n j u s t i c e  may have been done to the r e p u t a ­
t io n  of  the ph ys ioc ra ts ,  i t  is c e r t a i n l y  not a l l  the f a u l t  
of  t h e i r  immediate successors.  Even Adam Smith,  the most 
unsympathet ic of  persons towards his predecessors * c la ims  
to honour,  gives them a grudging t r i b u t e .  "This system,  
however," he says of  physiocracy ,  "wi th  a l l  i t s  im p e r f e c t i o n s ,  
i s ,  perhaps,  the neares t  approximat ion to the t r u t h  t h a t  has 
yet  been publ ished on the sub jec t  o f  p o l i t i c a l  economy, and 
i t  is upon that  account wel l  worth the c o n s i d e r a t i o n  o f  
every man who wishes to examine wi th  a t t e n t i o n  the p r i n c i p l e s
creation o f a quantity o f  cap ita l more than is  re q u is ite ; - and, 2,
By abstracting a portion o f the encouragement to fu tu re  p ro d u c tio n...
By the creation o f a, auantitu o f  cap ita l more than is  req u is ite  fo r  the 
marnent, a th ing, howeger much esteemed, is  produced in such a quantity , 
that the whole cannot be employed, — a p a rt ceases to be an object o f  
desire: and as things, when no longer scarce, can form no part o f
individual riches, so when no longer objects o f  desire, they form neither  
a portion o f  individual riches nor wealth",
Lauderdale, Public Wealth, (Edinburgh, 1804), pp, 219-221,
37, "No p o lit ic a l economist- o f  the present day", he wrote, "can by 
saving mean mere hoarding", M ilthus op. c i t , ,  p , 32
38, I b i d , , pp, 498-499.
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39o f  t h a t  very important  s c i e n c e ."  And I t  should be
a p p r e c ia t e d  th a t  many economists d i l i g e n t l y  pursued tha t
study recommended by Smith.  That physiocracy was g e n e r a l l y
40
given r e s p e c t f u l  c o n s id e r a t io n  is i n d ic a te d  by f req uen t  and 
unembarrassed r e f e re n c e s ,  even to some o f  the most t u r b i d  
p h y s i o c r a t i c  l i t e r a t u r e .  In t h i s  connect ion we have a l r e a d y  
mentioned Malthus*  pr a i se  f o r  c e r t a i n  i n s i g h t s  into ren t  
( i n s i g h t s ,  we might add, t h a t  could only have been found by 
a p e r s i s t e n t  s t u d e n t ) .  In any eve nt ,  whatever h is  
p r e j u d i c e s ,  the ser ious  student o f  economics could ha rd ly  
avoid making an acquaintance wi th  p h y s i o c r a t i c  l i t e r a t u r e ,  
i f  f o r  no o ther  reason than t h a t  many discussions on value  
began wi th  c r i t i c a l  comment on quest ions posed by the  
p h y s i o c r a ts .  Moreover,  the p h y s i o c r a t i c  remnants in Smith 
kept  the whole issue a l i v e .
i t  is q u i te  easy to t ra ce  the p h y s i o c r a t i c  f i l i a t i o n  
of  the e a r l y  n in e te e n th  century  t h e o r i e s  of  undei— consumption 
or over -accumula t ion  ( they might w i th  equal j’ u s t ic e  be given  
e i t h e r  t a g ) .  Malthus h im se l f  on no occasion a l lows any 
i n d i c a t i o n  tha t  his t h e o r ie s  might be of  p h y s i o c r a t i c  o r i g i n .  
But he had at  l eas t  two predecessors who gave the phys ioc ra ts  
t h e i r  due. The most impressive was Lauderda le ,  who was 
one of the f i r s t  economists to po int  out the egregious e r r o r s  
ev ident  in the p h y s i o c r a t i c  view of  c i r c u l a t i o n .  The o t her
39, Adam Smith, Wealth o f Nations (Gannan E d ,), Vol, I I ,  p , 176,
40, That is  to say what would be considered "frequent references" in 
the days before the advent o f  the academic w rite r with his multitudinous 
footnotes.
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was the neo-p hys io cra t  W i l l i a m  Spence. Lauderdale is 
e s p e c i a l l y  i n t e r e s t i n g  on the sub jec t  of  economic c r i s e s .
41He not only perceived the general  ovei— accumulat ion case,  
but ,  as w e l l ,  f o l l o w i n g  Quesnay * s lead,^^ came very c lose  
to d i s t i n g u i s h i n g  the Keynesian ove r -s a v in g  s i t u a t i o n .
However, on the l a t t e r  issue,  he was not worr ied  about  
p r i v a t e  saving but r a t h e r  government debt  redemption by 
means of  the cont r o v e r sa I S inking Fund.
The neo—ph y s io c r a t W i l l i a m  Spence was a d o c t r i n a l
f o s s i l  of  a r a t h e r  special  s o r t .  He made an u n q u a l i f i e d
defense of the p h y s i o c r a t i c  view of  c i r c u l a t i o n ,  p o i n t i n g
out to a l l  and sundry th a t  no lesser  a u t h o r i t y  than the
Wealth of  Nat ions and the era I I e r  e d i t i o n s  of  Malthus*
E ssay on PopuI a t i on supported t h i s  understanding of  the  
43m a t t e r .  Mal thus e v e n t u a l l y  saw the e r r o r  of  the C a n t i l l o n -  
Quesnay theory o f  c i r c u l a t i o n  (probab ly  from his controversy  
w i th  Ricardo)  and e l i m i n a t e d  the p h y s i o c r a t i c  passages 
from the l a t t e r  e d i t i o n s  of  the Essay. In any event ,  he 
was completely f r e e  from any misapprehensions on t h i s  
subjec t  by the t ime he got around to  w r i t i n g  on the general  
g l u t .  However, Spence formula ted  his  t h e o r i e s  too e a r l y  
to b e n e f i t  from the a u t h o r a t i v e  c r i t i c i s m  of  such men as 
Ricardo and Say and so remained to the end entangled in the 
preconcept ions of  the ta b l e a u .  G e n e r a l l y ,  h is theory  of
42, See footnote 36,
42, He quotes with approval passages from both Quesnay*s Maximes and 
Philosophie Rurale in which Quesnay contends that the whole annual
revenue should be returned to c irc u la tio n , Lauderdale, Public Wealth p,248,
43, W illiam  Spence, Agriculture the Source o f Wealth o f B rita in  ^London, 
1808), Reprinted in Spence*s !Lracts on P o lit ic a l Economy (London, 1822), 
pp, 102-105, 128-133, 152,
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o v e r —accumulat ion expounded the e s s e n t i a l s  of t h a t  theory  
l a t e r  adopted by Ma I thus,  but was d i f f e r e n t  in one important  
r e s p e c t .  Ma I thus r e l i e d  on the consumption o f  the unpro­
d u c t i v e  labourer  to br ing consumption in l i n e  w i th  pro duc t i on ,  
g i v i n g  the term " u np ro du ct iv e ” th a t  Smi thian meaning wi th  
which we are thoroughly  f a m i l i a r  by now. In c o n t r a s t ,
44
Spence (and poss ib ly  a few of  h is  cohor ts )  advanced a 
p e c u l i a r  d o c t r i n e  based on the p h y s io c r a ts *  d i s p o s i b le  
income idea.  He argued,  w i thout  g i v i n g  any f i r m  reasons,  
t h a t  the whole sum of  r e n t a l  income must be spent f o r  
consumption and not accumulated; o th erwise  over -ac cu mula t ion
45
w i l l  occur and c i r c u l a t i o n  w i l l  not go in i t s  proper t r a i n .
Even Quesnay thought i t  would be normal ly  d e s i r a b l e  f o r  the  
l and lor d  to invest  a par t  of  his  income cons ider ing  the 
i n f e r i o r  s t a t e  of  a g r i c u l t u r e ’ s c a p i t a l  es ta b l i s hm en t .  Just  
why Spence f i x e d  on t h i s  unvarying r e l a t i o n s h i p  is d i f f i c u l t  
to say; po ss ib le  he thought the s i m p l i f i e d  order  o f  c i r c u ­
l a t i o n  out I ined on the tab leau economI que was an immutable 
statement  of  f a c t .  S t i l l ,  no t wi t hs t and ing  t h i s  odd o p in io n ,  
a great  deal of  what he had to say is q u i t e  v a l i d  when 
superimposed on a more s o p h i s t i c a t e d  economic model.  Ma I thus  
d i d  j u s t  t h i s .  His theory of  over -acc um ula t ion  seems to owe 
a good deal to Spence.
44. Aft&r the turn o f the nineteenth century a host o f c r it ic s  arose 
to a tta c t Smithes view on accumulation. Amongst those not mentioned
in  our tex t are Robert Owen, Thomas Chalmers, David Laurie, and Germain 
Garnier, And, undoubtedly, there were a good number more, fo r  the 
pub lic  and press have always been given to explaining c r is is  by e ither  
monetary or under-consumption (over-accumulation ?) theories. However, 
in  a l l  Justice, i t  should be pointed out that G am ier, the Ihench tran s la to r  
o f  the Wealth o f  Nations, wa  ^ the only w rite r (or along with Spence, one 
o f the few ) completely tahen in by the physiocratic theory o f c irc u la tio n ,
45, W illiam  Spence, B rita in  Independent o f Commerce (London, 1808) 
Reprinted in Tracts, pp, S9-33,
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Sîsmondî was one o f  the more impressive c o n t r i ­
butors  o f  the t ime to t h e o r i e s  of  economic c r i s i s .  He 
was h i g h ly  o r i g i n a l  -  i f  only on a vague, s u b j e c t i v e  
plane;  and so i t  is somewhat d i f f i c u l t  to t ra ce  the  
i n f l u e n c e  th a t  d i f f e r e n t  predecessors might have had on 
h i s  the ory .  He d e f i n i t e l y  i n h e r i t e d  the general  aspect  
o f  his system from Adam Smith ( i n c l u d i n g  his labour theory  
of  v a l u e ) ;  though there  is some i n t e r n a l  evidence th a t  
his  several  d i s t i n c t  ( though unsystemÎ ze d) t h e o r i e s  of  
c r i s e s  may have been ins p i re d  by the t a bIeau- a n a l y s i s  
o f  Quesnay and Mirabeau.  One thread of  h is  a n a l y s i s  turns  
on an over -accumula t ion theory  of  the k ind l a t e r  expounded 
by Ma I thus.  His vers ion o f  t h i s  theory had a somewhat 
f i r m e r  basis than th a t  of  Mai thus,  f o r  he gave another  
reason,  in a d d i t i o n  to the na tu ra l  a c q u i s i t i v e n e s s  of  
c a p i t a l i s t s ,  f o r  b e l i e v i n g  th a t  a con s iderab le  q u a n t i t y  of  
unproduct ive  investment is always in the o f f e r i n g .  He 
poin ted  out that  the s t r u g g le  between c a p i t a l i s t s  fo r  
tech no lo g ic a l  advantage might in c e r t a i n  circumstances
r e s u l t  in surplus capac i ty  and, in the end, a broad
47d e s t r u c t i o n  o f  capital values.  But,  o v e r a l l ,  he int roduces
46, Sismondi says o f the destruction o f cap ita l caused by over-production: 
^La surabondance des productions amene toutefo is  .une consommation plus  
fo r te  par la  baisse de leu r p r ix ;  mais le  ré s u lta t n*en est plus avantageux. 
Si le s  producteurs apportent sur le  marche deux fo is  plus des marchandises 
de luxe que ne monte le  revenu des riches, et qu H l soient résolus a les  
endre, i l  seront forcés d^en donner la  t o t a l i t é  pour la  to ta l i té  de ce
revenu, c *e s t - o r d i i r , a 50 pour 100 de p e rte.......Leur perte  de 50 pour
sur la  vente de production annuelle se ré p a rt ira  entre leu r cap ita l et 
leu r revenu. En diminuant leu r revenu, e lles  réduire leu r consommation 
de l^armée suivante; en diminuant le u r c a p ita l, e lle  réduira de demande 
pour le  tra v a il des pauvres, et e lle  diminuera le u r revenu des toutes des 
années subséquents,^
Noveau Principes d'Economie P o litio u e  (P aris  1019), V o lf ,, pp, 117-118,
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such a m u l t i p l i c i t y  of  causal f a c t o r s  t h a t  i t  is impossible
to give him a d i s t i n c t i v e  tag.  Among o th er  t h in g s ,  he
thought tha t  the improper d i s t r i b u t i o n  o f  income between.
social  c lasses is in i t s e l f  a basic d i s e q u i I i b r a t i n g
f a c t o r .  He was of the opinion th a t  consumption might
be more pr op e r ly  synchronized wi th  product ion were i t  not
th a t  the c a p i t a l i s t s  have a compulsion to repress wages
wi th  the aim of  f o r c in g  accumulat ion.  But the most o r i g i n a l
aspect  of  his theory is his  at tempt  a t  dynamic^ per iod
a n a l y s i s .  He was the f i r s t  economist to make a pointed
i n v e s t i g a t i o n  o f  the s y nc hr on i za t i on  o f  t r a n s i t i o n a l  s t a t e s
upon which the smooth f u n c t i o n i n g  of  the economic process
depends (though we might g ive  Quesnay and Mirabeau c r e d i t
fo r  having,  In t h e i r  tab I e a u - a n a l y s i s ,  an eye f o r  the
same set o f  f a c t s ) .  One example of  t h i s  per iod a n a l y s i s  is
his not ion tha t  the income generated by an e a r l i e r  per iod
o f  product ion might be inadequate to  purchase the increas ing
48product ion i t  may meet in a l a t e r  pe r i o d .  We cannot
take t ime to examine the log ic  of  t h i s  th eo ry ,  but i t  should 
be app rec ia ted  th a t  Sismondi was o f t e n  t h i n k i n g  on an e n t i r e l y  
d i f f e r e n t  p a t t e r n  than his contemporar ies.  I t  was Sismondî ’ s 
wont,  w i t h i n  the framework o f  his  p r i m i t i v e  per iod  a n a l y s i s ,  
to dwel l  a t  length on a l l  those obstac les  t h a t  stand in the
47, N^ouq avons vu'*, h% w rites , "que la  lu t te  é ta b lie  entre le s  
producteurs pour s'enlever réciproquement le u r pratiques, tendait a 
leu r fa ire  produir davantage a plus bas p r ix , sans égard a la  demande 
du monde commerçant; et nous avons démontré que, s i cette  demande ne 
cro issa it pas, la  concurrence gui enrich issait quelques individus, 
causait une perte certaine à tous les  au tres ,"
Sismondi, op, c i t , . Vol I ,  p , S74,
48, Ib id , , pp, 119-131,
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way o f  the smooth progress ion towards the t h e o r i s t ’ s long 
run e q u i l i b r i u m  -  a l l  those t ime lags,  shortages,  and 
f a i l u r e s  to a n t i c i p a t e  the choice of  the consumer and the  
ac t i o n s  end r e a c t i o n s  of  the o t her  f e l l o w .  None o f  t h i s  
was unimpor tant ;  Sismondi managed to keep a f o l l o w i n g  
amongst economic t h e o r i s t s  u n t i l  the end o f  the century .
But,  u n f o r t u n a t e l y ,  the man d isp la yed  a congenial  in c a p a c i t y  
to develop his many b r i l l i a n t  i n t u i t i o n s ,  and a t  i t s  worst  
his ana ly s is  degenerates in to  pe d e s t r i a n  complaints about  
the anarchy of  c a p i t a l i s m .
"Mr *  w -ii- if ii* if ii* ir iî: ir
A l l  the p a r t i c i p a n t s  in the general  g l u t  controversy  
had a t  l east  a few basic premises in common. They a l l  
admi tted tha t  over -accumula t ion is pos s i b le  ( i f  only in 
in d iv id u a l  s e c t o r s ) ,  and they a l l  had the i n t u i t i o n ,  
whether they bothered to look in to  the mat te r  or not ,  that  
t h i s  is somehow a g e n e t i c  cause of economic c r i s e s .  Ricardo  
and Say would only admit t h a t  ove r -a ccumula t ion  is p o s s ib le  
in in d iv i d u a l  s ec tor s ,  w h i l e  t h e i r  opponents Spence, Ma I thus,  
and Sismondi ,  argued the case of  general  ovei— accumulat ion.  
These d i f f e r e n c e s  arose because these two schools o f  thought  
were approach i ng common f a c t s  by d i f f e r e n t  methods. We 
have a l ready  shown the basic d i f f e r e n c e  between the methodology 
of Mai thus and tha t  of  Sismondi.  The former  considered the 
r e l a t i o n s h i p s  between the accumulat ion o f  c a p i t a l  in general  
and the aggregate demand fo r  a l l  consumer goods taken as a 
whole, Sismondi did b a s i c a l l y  the same t h i n g ,  but he added 
another dimension to the a n a l y s i s  -  t ime.  He brought in to
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p l a y  the sequence of  t r a n s i t i o n a l  s t a t e s  as i t  e f f e c t s  
the format ion o f  income and accumulat ion o f  c a p i t a l .  
Contemporaneous wi th  t h i s ,  w h i l e  these two men were 
b u i l d i n g  t h e i r  own systems, J .B.  Say had completed an o th e r ,
which in a way complemented those o f  h is  two contemporar ies .
Fo l lowing  the lead of  Cant i I  I on and Quesnay he int roduced  
a broadening spacial  dimension into the argument -  the 
general  e q u i l i b r i u m  of  incomes between economic se cto rs .
This v i s i o n ,  embodied in the famous Say’ s Law, was used to 
argue th a t  general  ovei— accumulat ion is u n l i k e l y ,  but ,
t h i s  being so, the cause of  economic c r i s i s .  Say reasoned,
must l i e  in a d Î s p r o p o r t i o n a I i t y  between the c a p i t a l  e s t a b l i s h ­
ments of the d i f f e r e n t  sectors or i n d u s t r i e s .  This controversy  
over the general  g l u t  e v e n t u a l l y  f e l l  i n t o  a barren d i s p u t a ­
t i o n  about methodology. This turn o f  argument might have 
produced meaningful  r e s u l t s  had the d is p u t a n t s  unearthed  
the real  d i f f e r e n c e s  in technique.  But,  l a r g e l y ,  they  
merely d is s i p a te d  t h e i r  energy on the d i spare of  accusing  
each other  of  being "too a b s t r a c t "  and neg lected the p e r f e c ­
t i o n  of  t h e i r  t h e o r i e s .  They seemed to have been of  the  
mistaken op in ion t h a t  i t  is useless to advance more r e f i n e d  
arguments before agreement had been reached on basic p r i n c i p l e s .
I t  is easy to understand why the t remendously complex,  
economic model i m p l i c i t  in Say ’ s Law d id not gain universa l  
understanding -  the more so when one examines the p r i m i t i v e  
t o o l s  Say had at  h is disposal  and his  clumsy handl ing o f  the 
same. Say o r i g Î naI I y advanced his famous p r o p o s i t i o n  to  
e x p l a i n  the p l i g h t  of  Engl ish export  i n d u s t r i e s  around 18 10.
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He th e o r i z e d  t h a t  the d i f f i c u l t y  o f  f i n d i n g  markets was 
caused by under -product ion  of  f o r e i g n  commodities f o r  which 
En gl i sh  goods could be exchanged :
Cela étant a in s i, d'ou v ie n t, demandercu-t—on, cette  
quantité de marchandises qui, a certaines époques, encombrent 
la  c irc u la tio n , sans pouvoir trouver d'acheteurs ? Pourquoi 
ces marchandises ne s'achètent—e lle s  pas les  unes les  autres ?
Je réspondrai que des marchandises qui ne se vendent pas, 
ou qui se vendent 5 p erte , excédent la  somme des besoins qu'on 
a de ces marchandises, so it parce qu'on en a produit des 
quantités trop considerables, s o it p lu tô t parce que d 'autres  
productions ont s o u ffe rt. Certains produits surabondent, 
parce que d 'autres sont venus a manquer, 49,
I f  the Engl ish e xpo r te r  is unable to s e l l  his  
commodit ies in B r a z i l ,  he goes on to a r g u e , t h e  only remedy 
can be found by o p e ra t in g  on t h i s  cause.  The B r a z i l i a n s  
must become more ind us t r i o us  in order  to accumulate and 
invest  c a p i t a l  in such i n d u s t r i e s  as w i l l  prov ide goods 
s u i t a b l e  to Engl ish t a s t e s .  Say discussed t h i s  p r o p o s i t i o n  
in terms of b a r t e r ,  but what he real  I y meant to  say was 
th a t  the cur re nt  product ion of  Engl ish export  commodities  
would not be în over -su pply  had f o r e i g n  c o u nt r i e s  more pro­
d u c t i v e  economies by which they could gain an income 
s u f f i c i e n t  to buy them. He would agree w i th  the popular  
opin ion  to the e f f e c t  t h a t  " t he r e  would be no lack of  export  
markets,  were China wi th  i t s  vast po pul a t i on  weal thy enough 
to  buy from us". At f i r s t  glance t h i s  statement  seems t r i v i a  
But i t  shows, amongst o th er  t h i n g s ,  tha t  Mal thus,  Spence,  
Sismondi and company, did not g ive  the f i n a l  word wi th  t h e i r  
t a l k  about d i s p r o p o r t i o n a I i t y  between d i f f e r e n t  stages of
49, J ,B , Say, T ra ite  d 'Economie P o litiq u e  (Paris 1841), S ix th  Ed, p,142,
50, I b i d , ,  p, 143 n.
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prod uc t i on  taken as a whole,  i . e .  between consumer goods 
product ion  and c a p i t a l  goods prod uct ion ,  because, as w e l l ,  
t h e r e  may be d i s p r o p o r t i o n a 1i t y  in the  product ion of  
consumer goods on the same stage o f  pro d uc t i on ,  e . g .  between 
c of f e e  beans and b i c y c l e s .  However, t h i s  is simply a 
new dimension to the problem; Say had no v a l i d  reason 
f o r  supposing th a t  the l a t e r  s or t  of  d i s e q u i l i b r i u m  
excluded the poss i b i l i t y  o f  the former k ind .  Say always  
argued t h a t  in r e a l i t y  a general  over -ac cu mu la t ion  of  
c a p i t a l  is u n l i k e l y ,  but in a sense he was wrong, f o r  he 
is  c e r t a i n l y  mistaken in assuming t h a t  a proper  I y balanced 
market  basket w i l l  always a t t r a c t  an e q u i l i b r i u m  q u a n t i t y  
of  consumer demand. The product ion of  b i c y c l e s  and cof fee  
beans (and every o th er  commodity) may be in the most p e r f e c t  
p r o p o r t i o n a l i t y  to a t t r a c t  the g r e a t e s t  po ss ib l e  q u a n t i t y  
of  consumer demand, but ,  even so, the i n v e s t o r ’ s demand 
f o r  b i c y c l e  f a c t o r i e s  and c o f f e e  bean p l a n t a t i o n s  as an 
employment f o r  t h e i r  c a p i t a l  may be in excess o f  th a t  warranted  
by the consumer demand f o r  the output  of t h i s  p a r t i c u l a r  
p l a n t .  One might even imagine a s i t u a t i o n  in which d i s p r o ­
p o r t i o n a t e  product ion w i t h i n  the un i verse  of  commodities 
c o - e x i s t s  w i th  excess ive ,  o v e r a l l ,  p ro d uc t i v e  c apa c i ty  in 
the g e n e r a l i t y  of  those i n d u s t r i e s  producing these commodit ies.  
One should not worry about t h i s  apparent,  paradox.  I t  a r i s e s  
because we are e v a l u a t i n g  the same c a p i t a l  estab l ishment  by 
two e n t i r e l y  d i f f e r e n t  optimums; ( I )  t h a t  optimum propor­
t i o n a l i t y  between consumer goods output  and producer goods 
output  t h a t  a f f o r d s  c o s t - c o v e r i n g  product ion  in a l l  sec tors
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and ( 2 )  tha t  e q u i l i b r i u m  a l l o c a t i o n  o f  c a p i t a l  between 
sectors  th a t  provides f o r  and s t im u l a t e s  the g r e a te s t  
p o s s i b l e  i n t r a - s e c t o r i a I  exchange of  consumer and c a p i t a l  
goods. Say had his eye on t h i s  l a t t e r  p r o p o s i t i o n .
Say u s u a l l y  propounded t h i s  p r o p o s i t i o n  w i t h i n  the  
c o n te x t  o f  f o r e ig n  t r a d e ,  t y in g  t h i s  general  p r i n c i p l e  to  
his f a v o u r i t e  "hobby horse",  the advocacy of  f r e e  t r a d e .
He lost  no t ime in p o i n t i n g  out th a t  the  i n t e r n a t i o n a l  
d i v i s i o n  of  labour could never f i n d  i t s  e q u i l i b r i u m  in the  
face, of  r e s t r i c t i o n s .  L a r g e ly ,  he f r i t t e r e d  away his  
energy p lead ing  t h i s  cause,  but he did perce ive  th a t  the  
p r o p o s i t i o n  has a general  a p p l i c a t i o n  to domestic t rade  as 
w e l l .  He consul ted the homely but weighty t r u t h  t h a t ,  
given the i n t e r n a t i o n a l  or n a t io n a l  d i v i s i o n  of  labour ,  
the only means one normal ly  has f o r  a c q u i r i n g  the monetary  
income w i th  which to purchase the goods and serv ic es  he 
wishes is to supply,  or help produce,  goods and se rv ic e s  of  
equal va lue .  On t h i s  level  o f  r e a l i t y ,  commodities are  
u l t i m a t e l y  paid f o r  w i t h  commodit ies,  and so i t  is product ion  
i t s e l f  th a t  suppl ies  the monetary income from which is
der ived  the demand for  each i n d i v i d u a l  commodity. I t  is t h i s
theorem of  Say’ s l i n e  of  reason th a t  came to be known as 
Say’ s Law; i t  is o f t e n  represented  by the dictum:
"Product ion crea tes  i t s  own demand". A general  over— accumu­
l a t i o n  o f  c a p i t a l .  Say reasoned,  is impossib le ,  because the  
s i n g l e  motive of  each producer is to gain the wherewi thal
w i th  which to purchase o th er  commodit ies.  This suggests 
th a t  the only poss ib le  reason fo r  goods remaining unsold is
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t h a t  t h e i r  producer has not ca tered  to the wants of  h is  
o p p o s i t e  number. Say always s i m p l i f i e d  his e x p l a n a t io ns  
to such an ex tent  th a t  one is given the impression he 
is a b s t r a c t i n g  a b a r t e r  economy in which tradesmen 
accumulate t h e i r  own l i m i t e d  means o f  product ion and r e t a i l  
t h e i r  own goods. Malthus was quick to po int  out the real  
world is not so i d y l l i c  and could not be so rat ional :  
the passion f o r  product ion is not ,  in the c a p i t a l i s t  
rea lm,  coupled wi th  the passion f o r  consumpt i on as Say 
imagined i t  to be. What was worse from Malthus*  po int  
of  view: Say only considred the p r o p o r t i o n a l i t y  between
goods on the same stage of  product ion -  th a t  is ,  only  
consumer goods. S t i I  I more, the present  day Keynesian  
would r a i s e  the f u r t h e r  o b j e c t i o n s  tha t  he neglec ted the  
r o l e  played by money and did not cons ider  the poss i b i l i t y  
th a t  planned saving might be in excess of  planned investment .  
However, these o b j e c t io n s  merely show th a t  Say’ s necessary  
c o n d i t i o n  may not be s u f f i c i e n t  c o n d i t io n  to ensure t h a t  
supply actual  I y does c r e a t e  i t s  own demand. An important  
concept s t i l l  stands which ( i f  we understand i t  p r o p e r l y )  
b o i l s  down to th i s .^ ^  When one cons iders ,  w i t h i n  the  
contex t  of  the i n t r a - s e c t o r i a I  c i r c u l a t i o n  o f  income,  
the p o s i t i o n  of  a s i n g l e - p r o d u c t  indust ry  which is too small  
to e x e r t  perce pta b Ie  in f luen ce  on economic aggregates such 
as f a c t o r  costs and nat ion a l  income, i t  becomes apparent
52. I  have borrowed a good deal o f th is  in terpre ta tion  o f Say's Law 
from P ro f essor. Schumpeter's discussion in h is H istory o f Economic 
Analysis (New York, 1954)X
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t h a t  the demand and cost schedules f o r  the product  in 
quest ion  are der ived from the income generated in a l l  the 
oth er  i n d u s t r i e s .  This pe rs pe c t i v e  makes i t  c l e a r  t h a t  
the c o s t - c o v e r i n g  output  of t h i s  p a r t i c u l a r  indus t ry  is 
r e l a t i v e  to the income generated by each of  the o ther  
i n d u s t r i e s ,  these i n d u s t r i e s *  demand f o r  t h i s  output  fo r  
t h e i r  own product ion ,  or t h e i r  income r e c i p i e n t s *  demand 
f o r  t h i s  output  as a consumergood. The accumulat ion and
investment of  c a p i t a l  in any sector  must,  ev e ry th in g  
remaining equal w i t h i n  the conf ines of  t h i s  model,  be 
accompanied by a propor t  i ona te accumulat ion in a l l  o th er  
sectors .  Were any industry  to accumulate in excess of  t h i s  
due p r o p o r t io n ,  i t s  investment must in the end prove un­
product ive  and the investors*  reduced circumstances wi l l  
u l t i m a t e l y  lessen the demand fo r  commodit ies in a l l  o ther  
sectors*  I t  is in t h i s  sense tha t  Say envisaged the 
sector  i a I inter-dependence of  incomes. Say’ s Law should,  
in f i n a l  judgment,  be c r e d i t e d  as something more than a 
mere t a u t o l o g y .  I f  i t di d not in any pa lp ab le  way put the
s e c t o r i a l  over -accumulat ion  t h e o r i e s  of  Boisgui I  I e b e r t  and
52Quesnay (and others of  a s i m i l a r  k ind )  on a b e t t e r  f o o t i n g .
53, Economic jo u rn a lis ts  and p o lit ic ia n s  have from time to time come up 
with a good number o f theories o f th is  type. We might bring to mind 
the irviny attempts to stabilis:e domestic or in ternational trade by the 
introduction o f production controls (usua lly  fo r  ag ricu ltu re  or other 
primary in d u s tries ), Uie basic source o f disequilibrium  that prompts 
these polides is  generally the basic fa c t that a small increment o f  
production w il l  in some circumstances d ra s tic a lly  reduce the price o f  
these commodities below the cost—covering le v e l,  Ih is  fa c t is  coupled 
with an in tu it iv e  knowledge o f the equilibrium  im p lic it in Say's law,
(Say him self usually assumed in his discussions o f in tra —secto ria l 
equilibrium  — probably fo r  the sake o f s im p lifica tio n  — that physical 
p rod uctiv ity  is  the same thing as value p ro d u c tiv ity ), The proponents o f  
production controls g e n ia l ly  reason something l ik e  th is :  were we to allow
unlim ited production in ag ric u ltu re , the absolute monetary income o f th is
329
ait l eas t  î t  should be considered a c o n t i n u a t i o n  of  the same 
h e r i t a g e  t h a t  bestowed s u b je c t i v e  i n s i g h t .
Say and those who fo l lowed his lead wi th  t h i s  s or t  
o f  theory saw a grea t  number of  fo rces  t h a t  might upset  
t h i s  i n t r a - s e c t o r i a  I e q u i l i b r i u m  of  incomes and a l l o c a t i o n  
o f  c a p i t a l .  One of  his  f o l l o w e r s ,  no lesser  a person than 
Ricardo ,  harnessed a l l  h is horses to the s o - c a l l e d  
Di sproport  i n a I i  ty  Theory of  Cr ises  -  tha t  theory th a t  
found the c h i e f  cause of  c r i s e s  in sudden changes in the 
channels of  t r a d e .  The reader  should have no d i f f i c u l t y  
in understanding how such ci rcumstances,  and many o t h e r s ,  
might d i s r u p t  th a t  e q u i l i b r i u m  presented by Say's Law and 
so we need not belabour the m a t t e r .  Say h im se l f  took 
i n t o  co n s id e r a t i o n  ( a t  l eas t  in passing)  a l l  those d i s r u p t i v e  
e v e n t u a l i t i e s  tha t  were p r e v i o u s ly  blamed by the ph ys ioc ra ts  -  
government i n t e r f e r e n c e  wi th  the f r e e  re i gn  of  c o m p e t i t io n ,  
unequal assessment of  taxes,  crop f a i l u r e s ,  re ta rd ed  
development of  s p e c i f i c  in d u s t r i e s  or government p o l i c i e s  
d i r e c t e d  to force  the development o f  o t h e r s ,  e t c .  "Lé défaut  
de product ion ,  et  par s u i t e  de débouchés",  he w r i t e s ,  " v i e n t  
que lqu efo is  de ce que la product ion est  rendue t rop cher par  
les i mpot s e x c e s s i f s  ou une i ndu st r î e i m p a r f a i t e ;  que lquefo is  
i l  v i e n t  d'un forc e  majeure q u ' i l  est  impossible de surmonter . 
Quand les r é c o l t e s  manquent, des manufa c t ures ne vendent  
pas b ien,  parce qu'un p a r t i e  du p r o d u i t  des manufactures est  
achet'e avec le pro d u i t  des r é c o l t e s . | n  a i l  e s s e n t i a l s
sector w il l  g rea tly  decline; th is  loss o f  incoim w il l  occasion a lesser 
demand fo r  the products o f a l l  other sectors (both in  physical and value 
terms) and th is  in i t ia l  decline w il l  be m u ltip lied  throughout a l l  sectors 
by the agency o f the secto ria l m u lt ip lie r ,
53, Say, op, c i t ,, p , 576,
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Say t h e o r i z e d  about the same d i s e q u Î I i b r a t i n g  causes as 
did  the p h y s io c r a t s ,  w i t h i n  a verbal  e x p o s i t io n  of  a tab Ieau-  
I ike a n a l y s i s .  The d i s e q u i I i b r i u r n  he had in mind resembles  
t h a t  case examined by Quesnay and Mirabeau in which a 
r e l a t i v e  over -accumula t ion  of  c a p i t a l  occurs in the s t e r i l e  
secto r  owing to i I  I - c onc e i ve d  tax p o l i c i e s  and /or  government  
sponsored schemes to for c e  the accumulat ion o f  c a p i t a l  in 
manufactures and c o m m e r c e . B o t h  Say and the ph y s io c ra ts  
lead one to understand th a t  t h i s  excessive  c a p i t a l  is 
n e c e s s a r i l y  unproduct ive ,  th a t  is to say i t  cannot be r e ­
produced w i th  a p r o f i t  f o r  the simple reason that  c o s t -  
cover ing demand schedules f o r  i t s  product ion of  goods and 
se rv ic e s  can only be der ived  from p r o p o r t io n a t e  product ion  
in other  sec tors .  (The ph y s i o c r a ts ,  of  course,  s t ressed  
the importance o f  a g r i c u l t u r a l  income, and so does Say in 
the qu ota t io n  above . )  In several  r es p ec ts ,  Say's a n a l y s i s  
is not so complete as th a t  of  Quesnay and Mirabeau;  f o r  
ins tance ,  he jus t  ba re ly  suggests the idea of  a m u l t i p l i e r .  
S t i l l ,  the general  s i m i l a r i t y  o f  h is  system to th a t  of  the 
ph y s i ocr a ts  argues th a t  he owed them more than he was aware 
or prepared to acknowledge.
54, See Chapter 5, pp,
56, I t  should be understood that unproductive investment occasioned by 
disproportionate production o f goods in the same stage o f production w i l l  
cause a destruction o f c a p ita l values in exactly the same way as does 
disequilibriU jn between d iffe re n t stages o f production. Say neglected 
th is  p o in t.
The end resu lt fo r  both cases is  that warranted investment is  
equalized with planned investment owing to the lessening generation o f  
income and the f in a l  destruction o f ca p ita l values embodied in  the un­
productive investment. Even in  a s itu a tio n  in which the investors 
(e ith e r  in an individual sector or in the genera lity  o f industries) 
p ers is ts  in th e ir  unproductive investment (perhaps competition fo r  
technological advantage allows them no other choice), the force o f the 
investors worstening circumstances w il l  cause cm equilibrium  to be
reached in which planned investment is  in  accord with warranted 
investment and no fu rth e r destruction o f  cap ita l values w i l l  occur.
SUMMARY OF THESIS
The p h y s io c r a ts  made several  p a r t i c u l a r l y  
s i g n i f i c a n t  c o n t r i b u t i o n s  to economic the or y .  One of  
the most important  and b e t t e r  known is Quesnay' s theory  
of  c a p i t a l .  G e n e r a l i z i n g  from the exper ience of  the  
a g r i c u l t u r a l  r e v o l u t i o n  in England and France,  Quesnay 
t h e o r i z e d  on t h i s  s i t u a t i o n  in which weal th  could be 
g r e a t l y  increased by i n t e n s i v e  investment in Real Ca p i t a l  -  
t h a t  is to say, in the m a t e r i a l  means o f  product ion;  
subsistence goods f o r  the maintenance of  labourers ,  raw 
m a t e r i a l s  to be worked up, and machines,  improvements on 
the land,  and b e t t e r  and more numerous farm animals ,  a l l  
of which were needed to f a c i l i t a t e  the more e f f i c i e n t  
product ion  of  the new farm technology.  Real C ap i ta l  
was thought of as an advance of  m at e r i a l  s t u f f  needed to  
br idge the temporal gap between produ ct ive  e f f o r t  and 
the f i n a l  sale  o f  consumer's goods. The p h y s io c r a ts  
can be given almost the e n t i r e  c r e d i t  f o r  t h i s  Advance 
Theory of  the Product iveness of  C a p i t a l .  This is b a s i c a l l y  
the  same theory th a t  was adopted and p o pu la r i ze d  by Adam 
Smith; i t  was to dominate a l l  t h i n k i n g  on c a p i t a l  through­
out the whole of  the next century .  Several  of  Quesnay's  
d i s c i p l e s  went on to g e n e r a l i z e  t h i s  theory of  c a p i t a l  
so as to cover c a p i t a l - i n t e n s i v e  indust ry  which was then 
emerging at  a rap id  pace.
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1+ îs f i r s t  w i th  the ph ys ioc ra ts  tha t  the 
accumulat ion of  Real Cap i ta l  (as opposed to monetary 
c a p i t a l )  comes to be considered the c h i e f  v a r i a b l e  
determining the product iveness o f  the economic machine.
A l l  o ther  branches o f  t h e i r  theory are t i e d  to t h i s  
one c e n t ra l  idea.  One o f  the more important  examples 
of  t h i s  is Quesnay' s tableau  économique/ his diagrammatic  
p i c t u r e  of  general  i n t r a - s e c t o r i a  I e q u i l i b r i u m .  The 
process of  simple rep ro duc t io n  as dep icted  by the tab le au  
begins w i th  an advance of  c a p i t a l  and cont inues through  
annual advances. The concept of  i n t r a - s e c t o r Î a I e q u i l i ­
brium was not completely  unknown when Quesnay f o r m a l i z e d  
i t  by t h i s  diagrammatic model.  I t  was at l eas t  suggested 
by Cant i l  Ion.  And t h i s  kind of  theory was a dominant  
theme in the work of  t h e i r  predecessor Boisgui I I e b e r t  who, 
moreover,  app l ied  i t  to the same problems as did the 
p h y s io c r a ts .  Boisgui I  I e b e r t  and the phy s i ocr a ts  were of  
the opin ion tha t  m e r c a n t i l i s t  p o l i c y  had forced the 
growth of  the commercial and manufactur ing sectors  to such 
an e x te n t  tha t  i t  had outpaced the growth of  the a g r i c u l ­
t u r a l  s e c to r .  D i s c r i m i n a t o r y  government p o l i c i e s  
( t a x a t i o n  p o l i c y  being the most d i s r u p t i v e )  had, they  
complained,  so impoverished a g r i c u l t u r e  th a t  i t  was no 
longer able  to provide an e q u i l i b r i u m  c ost -co ve r in g  
demand f o r  the goods and se rv ices  o f  the n o n - a g r i c u I t u r a I  
s e c t o r s .  This d i s e q u i l i b r i u m  was the basic cause to 
which they a t t r i b u t e d  the p e r s i s t e n t  s t agnat ion  of  the  
French economy. The phys iocr a ts  gave g r e a te r  ref inement
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+.0 Bo î sgu î I I e be r t  * s o r i g i n e l  r e n d i t i o n  o f  t h i s  Di spro­
por t  iona I i t y  Theory o f  Cr is e s  by e x p l a i n i n g  d i s e q u i l i b r i u m  
in terms o f  sec tor  i a I o v e r - a c c u m u la t i o n  o f  c a p i t a l .
Other  p a r t s  o f  t h e i r  t h e o r y ,  such as t h e i r  t h e o r i e s  o f  
t a x a t i o n  and p o p u l a t i o n ,  a l s o  gained by being jo i n e d  
to t h e i r  i n s i g h t s  on c a p i t a l .
The one theory  t h a t  sets the p h y s i o c r a t s  a p a r t  
from a l l  o th er  schools o f  thought  is t h e i r  unique pro­
d u c t i v i t y  d o c t r i n e  -  the erroneous idea t h a t  the 
a g r i c u l t u r a l  sec tor  o f  the economy is the on ly  source  
o f  w e a l th .  This d o c t r i n e  r e s t s  on two misapprehensions.
F i r s t l y ,  they f a i l e d  to r e a l i z e  t h a t  exchanges w i t h i n  
the i n d u s t r i a l  and commercial  s e c to r s  c r e a t e  income 
(exchange va lues)  in e x a c t l y  the same way as income is  
cr e a te d  by exchanges between these secto rs  and a g r i c u l t u r e .  
Secondly ,  they were i n c l i n e d  to i d e n t i f y  va lue  p r o d u c t i v i t y  
w i t h  physical  p r o d u c t i v i t y ,  v iewing the whole economic 
process as the pro d uc t i on  and working up o f  raw m a t e r i a l s .  
However,  Quesnay h i m s e l f  was not com ple te ly  f a i t h f u l  to 
t h i s  l a t t e r  t r a i n  o f  reason;  he had no compunctions
about e x p l a i n i n g  the same economic process as the c r e a t i o n  
of  u t i l i t i e s  and market  v a l ues .  Quesnay*s own ex p l a n­
a t i o n  o f  the demand s ide  o f  the economic equat ions  is one 
o f  the best up to  h is  t ime ( t h e  t o u r  de f o r c e  being his  
demand schedule e x p l a n a t i o n  of  the emergence o f  r e n t ) .
The p h y s io c r a t s  thought  o f  t h e i r  s i n g l e  tax  theory  
as a theorem d e r iv e d  from the c i rcumstances  o f  l a n d 's  unique  
p r o d u c t i v i t y ,  though the reasons they gave f o r  a l l  taxes
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f a l l i n g  on the pure r e n t  of  land do not depend upon 
t h i s  d o c t r i n e  a t  a l l .  B r i e f l y ,  they argued t h a t  
payments to a l l  f a c t o r s  of  p r odu ct ion  (e xce pt  land)  a re  
reduced by pure com pet i t i on  to supply p r i c e s  and the  
supply o f  these f a c t o r s  v a r i e s  d i r e c t l y  w i t h  these  pay­
ments.  This would,  i f  t r u e ,  tend to pass a l l  taxes  
on to the la n d lo r d  ( i n c l u d i n g  the g r e a t  a d m i n i s t r a t i v e  
expenses g e n e r a l l y  a s s oc i a t ed  w i t h  the hated purchase  
t a x e s ) ,  no m a t t e r  how they were l a i d .  The e r r o r  o f  
t h i s  theory  was, o f  course,  t h a t  c om p e t i t i o n  is never so 
e f f e c t i v e  as to reduce payment to a I I f a c t o r s  o f  p r od uc t i on  
( e x c e p t  the n a t u r a l  agents )  to t h e i r  supply p r i c e s .
Economic r e n t s  a r e ,  in f a c t ,  s c a t t e r e d  throughout  the whole 
o f  the economic organism.
i In t h i s  m a t t e r  of  t a x a t i o n  and severa l  o t h e r
aspects  o f  theory  and p o l i c y ,  the p h y s i o c r a t s  were prone  
to apply general  p r i n c i p l e s  too r i g i d l y .  This  d i s t r a c t s  
from t h e i r  performances as a l l - r o u n d  'economists.  But,  
in the realm o f  pure t he or y ,  no o t h e r  school of  economic 
thought  has sup pl ied  us wi t h such a number o f  general  I y -  
a p p I i  cab Ie a n a l y t i c a l  t o o l s .
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